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FOREWORD

This Subcommittee print is designed Io provide, on a timelv basis
excerpts of testimony received from tlhe ublic on the Multilatera
Trade Negotiations during tle week of April 23.

It is organized by MTN Code and other proposals, and contains spe-
cific recornmendatiozas ma:le 1)v various grotlps.

Because of time constraiiit-, it does not include summaries of the
various written statemellts rece(,ived by the Subcommittee. This infor-
mation vill be provided to the Members seplalrately. In addition, since
this selection of comnparative recomlllenndations is primarily designed
to assist the MIembelrs in the flrther drafting of the MTN legislation,
it does not contain general disculssions offered by the witnesses, etc.

Within the time c'onstraints. this compilation attempts to summarize
all recomnmeml(lations received dui'ing the oral presentation to the
,lubcolmmittee.
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E. Administering Agency

Panel: Leather Wearg Apparel: National Outwearand Sportswear
Associafion: Morton Cooper, Paet President; Morton Bauman,
Ewecutive Director; and Stanley Nehmer, Consultant; Ralph Ed-
wards Sportswear, Inc. Cape Girardeau. Mo.: Ralph Eddwards,
Chaiman:

For thee reasons, the witnesses feel that the Treasury Department
should no longer be permitted to administer the CVD statute. It was
suggested that the Office of the Special Trade Representative. the De-
partment of Commerce, or some new Department of Trade be given
responsibility for administration of the CVD statute. Regardless of
the chosen administering agency, the industrv feels that the existing
discretionary authority under the CVD statute should be substantially
reduced by MTN implementing legislation, so that the intent of Con-
gress be served in this atea.
Ad Hloc Subsidies Coalition: Charles R. Car7isle (Vice President, St.

Joe Minerals Corp.) Stanley Nehmer (P.resident, Eronomlic Con-
mtlting Serwees, Inc.) Donald deKieffer (Collier, Shannon, Rill,
Edwards & Scott):

Certain Senators have proposed that a new Trade Department )be
created. We support that proposal. In any case, we urge that the ad-
ministration of the fair trade statutes be removed from the Treasury
Department and given to another agency, if only temporarily. until
the Congress can determine which agency should have the adn;inister-
ing authority permanently.

F. Discretionary Application of the Injury Provision

Armeriean Importers Assoeiation: Richard A. Maxa'eell. First Vice
President :

The Senate Finance Committee tentatively has decided that any new
law would apply only to those countries that, in the opinion of the
President, have fully acceded to and are implementing the Code. We
recommend that the injury provisions should extend to all countries
that have acceded to the Code. The Code contains sufficient remedies
to insure compliance with its provisions. Particularlyv. this section
could operate to deny the injury provisions to develoiing eounitries.
Those who have acceded to the Code have committed themselves to en-
deavor to reduce or ellninate export subsidies. This will b)e a painful
transition process involving difficult judgments as to the proper pace.
These judgments should be made in an international form-not
throtugh elimination of the application of the injury provision whilch
would controvene the Code. If there is disagreement over the pace of
these phase-outs, the United States still retains the right to apply
countervailing duties if those subsidies are causing injury. If thlse
subsidies are not eausing injury, the application of counitervailing
duties to countries that have signed the Code would explicitly violate
the provisions of the Code.
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Congre'sional Steel Crwux: Josephk . Oaydot, N1.C. (Penneyl-
vana),a John Buhaa,. MC. (Alabama) John P. ilartha, M.C.
(Peisy/auai), Ralpk &. Rega, ·. (d h(io) , Adam BOenam
Jr., AM.. (Indiana), B~araa A. Mihaki, 31.C. (Marylad):

The injury test in the proposed legislation should be applied to in-
ported goods from signatory countries.

G. Posting of Bonds as Condition for Filing Complaint

Ad Hoo Subeidie. Coalition: Charl R. Carlisle (Vice President, St.
Joe Minerals Corp.) Stanley Nehmer (President, Economic
Co·lt $Servie4, inc.), Donald deKieffer (Collier, Shannen,
Rill Edwards a Scott):

This Subcommittee has agreed that petitioners should be required
to post bonds or deposits of $1,000 at the time of filing.

We believe that it is wrong in principle to require the posting of
any bond or fee to have the law enforced. Moreover, although the
$1,000 bond may seem small, and certainly would not deter major
corporations, it could prove burdensome to some small firms and
unions. We recommend that this requirement be deleted altogether
since frivolous petitions can be dealt with easily in other ways.
Panel: Leather Wearming Apparel: National Outmeear and Sports-

wear Association: Morton Cooper, Past President: Morton Bau-
mao, E0ecutive Director; and Stany Nehmer, Consultant:

We believe it is unconscionable for any petitioner to be required to
pay a fee to the Federal Government to secure the relief that may be
prescribed under a statute. To do so would create a precedent of far-
reaching proportions. In the case of a small industry such as ours, the
requirement that we post $1,000 or $5,000 will effectively inhibit our
future efforts.

H. Confidentiality of Submissions

American Importers Association: Richard A. Maowell, First Vice
Presidnt:

Both this Subcommittee and the Senate Finance Committee have
recommended that confidential information be made available to coun-
se1 for interested parties under an administrative protective order.
There is a real risk that, despite this protective order, highly confiden-
tial proprietary business information could be revealed to competitors.
In order to insure that these proceedings are not used by petitioners as
a discovery process, and to insure full responses to inquiries by foreign
respondents, confidentiality of information should be totally preserved
at the administrative level:
Will;am H. Barringer, Arter, Hadden & Hemmendinger, Washington,

D.C.:
The suggestion in the Subcommittee's release of March 13 that non-

confidential summaries of submissions be available on request to any
party and that counsel for interested parties could seek access to con-
fidential information under an administrative eourt or proteetive order
is disturbing. Putting aside the difficulty which will arise in making
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public confidential government to government communications, imniple-
mentation of the proposals in the press release will make the pursuit
of investigations extremely difficult. As I amn sure any Custom's or
Treasury official will testify, current requirements of non-confidential
summaries in antidumping cases have geometrically increased the com-
plexity of these cases.

Dumping investigations are no longer impartial and objective pro-
ceedings carried out by the Department of Treasury, but quasi-
adjudicative proceedings with all parties analyzi and commenting
on other parties submissions, submitting volumes of data and counter
data, preparing legal and factual arguments whether frivolous or
serious. and with an abundance of lawyers submitting procedural and
substantive protests. Increased access through the availability of a
protective order would further and substantially complicate thnse
cases. Furthermore, to insert an essential adjudicative procedure. the
protective order. into a proceeding which is not governed by the
Administrative Procedures Act and which, therefore, provides few if
any procedural safeguards to parties submitting information, oper-
ates as a substantial deterrent to full cooperation with the .. Vestiga-
tive procedures and compromises the rights of parties seeking to im-
port into the United States. In my opinion, and that of the lawyers
working for our firm, the purpose of non-confidential summaries and
disclosure by the Treasury Department to complaining parties has
been to allow them to monitor the adequacy and legality of the Treas-
ury Department's investigation. This has reached extremes, but
nevertheless the process is still functioning. To allow opposing coun-
sel access to confidential information will allow that counsel to fumc-
tion in the role prosecutor or plaintiff's counsel and will make these
investigations into adjudicative proceedings without procedural safe-
guards. It is suggested that conducting countervailing duty investi-
gations. or antidumping in-estigations, in an adijudicative manner is
inappropriate. (Countervailing duty investigations are essentially
G(overnment to Government Droceedinfs which call into Question nrsc-
t;,-o which a foreitrn -overnment belieos to he nppropriate in light
of it- own e onomv. ThiQ is not a problem which lends itself to an
ndlildieativw reolution. With respect to both eountervailing duty and
dumpinf investizatinns. increasingly ndiudifcatives procedures net as
a harrier to the interests of thbe domestic industry in a rprnmnt derision
nnd are enntrnirv to the public interest in nsurinq full and fair
decisions with a minimum of unnecessary, disruption.

I. Agricultural Subsidies

V/a,miher of romnwe rp of thre rn;ted Rtvte.9: IF. 7. Eber7e (rhey;r-
Manl, £Pt90. !n... Boston. AifaR*.) :

The Natio-al (Ciamnil'er hls conisistentlv 'nared that anrieulturnl
exlprt sulsidlie, should he prohiited in the same wayl that nonagri-
ellitilral silsidlies Are. Wie ale (lisaflpoinited that the sulbsidv code
fails to achieve this goal. Nevertheless we recnmmend clarificantion
of two ,ode provisions on agricliltiur. At a minitum,. the eode's pro-
vision that subsidies should( not he usedl to gain more than an equitable
share of world trade should not implyv the freeziai of market shares
to a base periodl. Congress shouhl( makle it clear that trade growthi
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derived from natural advantages and efficiency is legitimate. Shares
acuired in the "representative period" as the result of export sub-
sidies should not be considered "equitable shares,"

Secondly, in order to clarify what is meant by "prices materially
below those of their suppliers to the same market," the pharse should
be defined in the implementation legislation as "prices which cause
sales diversion or price disruption."
Nationl Grange: Robert M. Frederick, Legislative Director:

The other major concern deals with the subsidy and countervailing
duty codes. Our dairy members do not have faith in the fast track
for determining inju ry from quota cheeses nor do they accept the
injury test or the investigative time before countervailing duties on

other non-quota dairy imports.
These are important questions for dairy farmers, questions that

need answers if the trade package and implementing legislation are
to secure the support of the dairy industry.

We believe that the best way to deal with fear among dairy farmers
is seeing that our trade negotiators continue to press for improve-
ments in the process of Congressional review and legislative history
in the key problem areas:

The establishment of injury test criteria and strong administra-
tive procedures within the subsidy CVDI) code which would fully as-
sure U.S. dairy intprests of prompt countervailing duty relief against
unfair subsidy competition. Legislative history should be developed to
assure carrying out the intent of the legislative language regarding
the reduction of any detrimentai effects of additional cheese imports
on U.S. dairy farmers. This should include that any attempt by im-
porters to circumvent the Sec. 22 quotas on new products would be
dealt with in a swift and judicious manner. Further assurance should
be given the dairy industry that the cheese quota under Sec. 22 would
not be increased without detailed consultation with the representa-
tives of the industry.

We would particularly suggest that the implementing legislative
language regarding the subsidy and countervailing duty code or
injury test now being considered by the subcommittee not be changed.
National Milk Produrers Federation: Pqtrirk B. Heaaly. Secretary:

In exchange for this "concession", the United States has agreed
to amend its coar tervailing duty statute to require proof of injury
before acting.

The addition of an injury test to the statute reverses the longstand-
ing intent of Congress. This law has always been a means of pre-
venting injury to domestic industry due to the export subsidy p)ro-
grams of other nations. With an injlWry test, it becomes a statute which
permits, even requires, injury..

It has been argued that the injury test to be employed under counter-
vail would be "soft" and that injury could easily be proven. Such
assurances are counter to the experience the dairy industry has had
in obtaining enforcement of the present, miandatory law. They fly in
the face of the experience of other industries that have sought relief
under the Antidumping Statute or in obtaining relief under other
laws from unfair trade practices or import competition generally.

44-535-79 3
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The U.S. has, frankly, been extremely reluctant to provide domestic
industry of any type with the full protectimon of these laws.

Adding an injury test to the countervailing duty statute creates a
sitation under which a subjective judgment must be made regarding
,he occurrence of injury. It would be a simple matter for that judg-
ment to be in the negative, at which point the domestic industry is
without recourse irrespective of damage.

Arguments that changes in procedures involved in administering
the statute will make it more effective and speed action are unconvinc-
ing. First, none of the changes--expedited handling, provisional re-
lief-are precluded under present law. The law does not require Treas-
ury to take 12 months to reach a decision; it requires that one be
reahedb in a 12 month period. The law does not bar the suspension
of liquidation of duties in a case under investigation. It just has not
been done.

These changes could be made now, in all probability without further
action by Congress. They do not constitute sound arguments for negat-
ing the effect of the statute. A countervailing duty statute with an
injury requirement will, with tie speed-up procedures suggested,
simply be a faster means of saving 'no" in situations that require
the i:nposit ion of countervailing duties at present.

For the (dairy industry, the presence of the dairy price support pro-
gram virtually precludes the possibilitv of proving injury, as CCC
will make roeuct purchases sufficient to maintain a price level deter-
mined I)y tile Secretary of Agriculture to be sufficient to produce an
ade(luate supply of milk. Earlier. in discussions with IL..S. trade
negotiatonr, it w'oas suggested that "interference with a domestic price
suppl)ort or similar program" would be one of the bases for proving
injury. It is our understanding that such a provision was objected to
hvby other nations and has not been included in the subsidies code. Even
it it were. the problem of proving interference would be just slightly
less than establishing injury itself.

The procedures recomnmended by the Subcommittee to prevent price
undercutting due to export subsidization of dairy products cov ered by
Section 22 quotas wouIld appear to he an improvement over the counter-
vailing duty statute with the addition of an injury test. This does not,
however. remove the basic objection of the dairy farmer.

The fact remains that the use of the export slibsidv has been specifi-
callv sanctioned and the 1U.S. government has officially acepted the
position that it is all right to require domestic producers of a product
to compete with the treasuries of other nations.

J. Definition of Subsidy

American Federation of Labor and Congress of IndtmrWl Organiza-
tiors: Rudy Osra7ld. Director, Department of Research:

There should he a definition of subsF; lies for purposes of the U.S.
countervailing duty law. The definition proposed n S. 5.38 is an appro-
priate subject for consi(ledration in this regird. Even if it were proper
to leave this matter to regulations. it violates the spirit of § 102 of the
Tradle Act not to indlicate what the regulations, would sa v.

In light of hie fact that an understanding has applarently been
reaclhed thaut DISC will not be regarded as a subsidy even though it
clearly is a subsidy wvithinl the terms of the Code, it is imperative that
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we be given a full explanation of an! negotiations which have occurred
with respect to which foreign practices will or will not be regarded as
subsidies by the U.S.

We submit that rebates of value-added taxes should plainly be
treated as subsidies under the U.S. countervailing duty law.

The application of countervailing duty provisions in the context of
non-market economies is a critical matter. The implementation pack-
age should spell out plainly how the U.S. will apply its countervailing
duty law to non-market economies.
American Iron and Steel Institute: Robert B. Peabody, President:

The implementing legislation should broadly define both export and
internal subsidies.
(Uongressional Steel Caucus: Joseph Al. Gaydos, .NI.C. (Pennaylvaraia),

John Buchanan, M.6C. (Alabama), John P. Murtha. !.C. (Penn-
sylvauia), Ralph S. Rrgula, M.C. (Ohio) Adam Benjamin. Ir.,
M.C. (indtdina), Barbara A. AMikulaki, M.C. (Maary7and):

The statute should provide a definition of "bounty or grant" that
incorporates the illustrative list of subsidies contained in the trade
pact's subsidy code and that also provides an analytical device for
identifying new forms of subsidization.
Chamaier of Commerce of the United States: 1'. D. Eberle (Chair-

n. an, EBCO, le., Boston, Mass.):
Any definitions or illustrations of what constitutes a subsidy should

be carefully drawn considering the possibility that other countries will
emulate our definition to exclude U.S. exports. "Blounty or granit"
should be defined so as to authorize imposition of a counte-vailing duty
only when the foreign government program has an advelrse e1ect on
the trading interests of other countries.

K. Judicial Review

American Federation of Labor and Congre8ss of Industrial Organiza-
tions: Rudy Oswald, Director, Department of Research:

Final determinations may be appealed. This should be corrected,
and the provisions should make clear that in the case of an affirmative
final determination, an affected union or domestic producer who be-
lieves that the amount of the duty is too low will have standing to
appeal.

Any negative determination, discontinuance, or termination of an
investigation should be subject to judicial review.

Any matter which may be appealed by other affected interests
should likewise be appealable by unions.

The bill should provide generally that no rights or obligations cre-
ated by the code or by the implementing legislation may be enforced
except as provided in the legislation. In addition. there should be a
provision which unambiguously forecloses suits in IJ.S. courts (federal
state or local) based on any claim that a U.S. practice violates the Sub-
sidies Code or the implementing legislation. It should also be provided
that government procurement of an article which is claimed to have
received a U.S. subsidy may not be challenged on that basis.

!
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Cmngress88ional SteeZ Caucus:
Joseph M. Gaydos, M.C. (Pennsylearna), John Buchanan, M.C.

(lab/ama), John P. Murtha, M.C. (Pennsylvania), Ralph S.
Regula, M.C. (Ohio), Adam Benjamin, Jr., M.C. (Indiana), Bar-
bara A. Mikulski, M.C. (Maryland) :

Various determinations should be subject to judicial review.
International Association of Machinists and Aerospace Workers: WTril-

liam TV. Vinpisinger, President; and Dr. IHelen K'ramer, A88is-
tant to Director of International Affairs:

Under the administration's proposal, several critical stages in the
countervailing duty procedures are not stated to be subject to appeal.

Final determinations should be subject to judicial review, and in the
case of an affirmative final decision, an affected labor union or domes-
tic producer that believes the amount of the duty is too low should
have standing to appeal.

Any negative determination, discontinuance or termination should
Le subject to judicial review.

To foreclose suits in U.S. courts against U.S. practices. the legisla-
tion should provide that no rights or obligations created by the Sub-
sidies Code (or any other code) or by the implementing legislation
may be enforced except as provided by the legislation.

In addition, there alld be a provision that unambiguously fore-
closes suits in ;.. federiia', state or local coauts based on any claim
that a U.S. practice violates the Subsidies Code or the implementing
legislation. The law should also state that government procurement of
an article which is alleged to have received a U.S. subsidy may not be
challenged on that basis.

L. Causal Link

Emergeney Committee for Amere'an Trade: Laivrenee C. MIeQuade
(,Senior Tire President. IV. R. Grace d' Co.):

Our final comment on the subsidies code has to do with the termi-
nology describing the relationship between foreign subsidies and in-
jury to domestic producers. The code itself only calls for "a caulsal
linfk".

Our concern with this wording also has to do with the international
dumping code. which is to be brought into harmony in this and in other
respects with the subsidies code. The international dumping code pres-
ently lrquires that for remedial action to be taken dumping must be
found to be a "principal" eause of injury. In conforming the inter-
national dumping code to the just-negotiated subsidies code. the "prin-
cipal" test will be (Iropped. meaning that it will he easier for govern-
ments to epplyv dumping duties. And. as noted earlier, the Europeans
are placing heavier reliance on their antidumping regulations.

What we recommend is a future effort by U.S. negotiators to seek
to renegotiate the subsidies code for the lpu'rpose of adding "substan-
tial! to the causal link. This would apply both to countervailing and
to dumping cases. If this could he accomplished. then the implement-
ing legislation could be suuhsequently amended to includle the "sub-
stantial" link of causality. l e do not recommend that the Congress add
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"substantial" at this point since to do so would bind only the U.S. gov-
ernment. As I said, the international subsidies code itself only calls
for "a causal link'".
Chamber of Commereo of the UTnited States: TV. D. Eberle (Chairman,

EBC. Inc.. Boston. Aass.):
Therefore, the implementing legislation should establish that the

tlumped or subsidized imports must be a "substantial" cause of injury
before dumping or countervailing duties are imposed.
American Iron and Steel Institute: Robert B. Peabody, President:

The addition of an injury test to the countervailing duty law should
not result in a causation standard molre stringent than the current anti-
dumping statute test.

M. Originators of Complaints/Basis of Complaints

lnternatonal7 Assoei4at;on of ,fehin;st.q and Aero.space enrker.s:
lVi7am 11V. WVin p.singer, President: and Dr. Helen Kramer,
Assistant to Direetion of International Affairs:

We strongly support the right of labor unions to have full equality
with importers, exporters and U.S. producers in all procedures utnder
the subsidies/countervailing duty law. Labor unions should have the
right to file complaints, and notice of a decision to initiate an inves-
tigation should be sent to unions which have an interest.

The legislation should either provide that affected labor unions
should be deemed parties to the complaint and parties to thle investi-
gation. or provide a mechanism by which unions may obtain that
status upon request at any stage in a i)rocceding.
American Federation of Labor and Congress of IndwushRa? Organiza-

tileoi: Rudy 8Oswald, Director, Department of Research:
Status of Unions it Couintervaginq Duty Proceedinq.gs. We strongly

support the right of unions to file CYVD complaints. It is imperative
that interested-unions should have all the procedural rights that are
accorded to other groups, such as importers, exporters. and other U.S.
producers. Thus. the legislation should either (i) plrovide that affected
unions shall be deemed "parties to the cmnplaint" and "parties to thle
investigation," or (ii) provide a mechanism by which unions may ob-
tain that status upon request at any stage in a proceeding.
Congqr'essional .qteel Cacsm: Joseph M. Ga?idos. M.C. (Pennsylvania),

John Buchanan. M.C. (Alabama), John P. Murtha. M.C. (Penn-
syb7 ania). Ralph ,. Regula. M.C. (Ohio), Adam Benjamin, Jr.,
M.C. (Indiana), Barbar A. AMikuilki, M.C. (Maaryland j:

The legislation should provide that unions will have the right to
file complaints and that a notice to initiate an investigation will be
sent to any union having an interest in the investigation.
Ameriean Federation of Labor and Congress of Industrial Orgarniza-

tiorns: Rudy Osw1ald, Director, Department of Research:
A complaint need only provide a "reasonable indication" of sub-

sidy and injurt, on the basis of evidence that is "reasonably available
to a complainant," is appropriate and important. The same standard
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should govern the initiation of an investigation by the government
on its own Inotion.

N. Governmen6 Monitoring of Subsidies/Initiation of Action

International A*sso4ation of Mafeh inets antd Aerospare lWorkers: WUi-
liam IV. Winpisinger, President: and Dr. Helen Kramer. Assist-
ant to Director of International Affai rs: .

For these reasons, we recommend that Congress require theu Office of
the Special Trade Representative (STR) to compile, and make avail-
able to the public information on foreign subsidv programs. and that
all federal (lepartments and agencies he required to forward to STR
any information they acquire on such programs. The legislation should
require the government to initiate an investigation on its own motion
when information is obtained on the existence of a subsidy.
Ameriean Federation of Labor and Congress of Industrio l rgayaniza-

tions: Rudy Oscirald, Director, Department of Research:
Reporting of Foreign Subsidy Practices. Provisions requiring the

government to obtain and dissemrinate information regarding foreign
subsidy practices should be included in the legislation, not just the
regulations, and the details of the provisions should be made available
as soon as possible.

/Inrestiqations Self-lnitiated by the Go'ernment. The legislation
should require, not just permit, an investigation to be initiated by
the governmient on its own motion when appropriate informnation is
obtained.
Con ressional Steel Caucus: Joseph M. Gaydos, M. C. (Pennsyl-

ania). John Buchanan, 31.0. (Alabama), John P. Murtha, AM.
(7. (Pennsnyllania), Ralph S. Regula, l.C. (Ohio), Adam Benja-
min, Jr., M.C. (Indiana) Barbara A. Mikuleki, M.C. (Mary-
hind):

The legislation should expresslv and clearly require the U.S. gov-
ernment to seek and disseminate information on subsidization prac-
tices by foreign governments.

If the government obtains information that foreign subsidies exist,
it should be required by legislation to initiate an investigation.

O. Definition of "Industry"

American Federation of labor and Congress of Industrial Organiza-
tions: Rudy Osald, Director, Department of Research:

(a) "Like or Directly Competitive." Experience affecting indus-
tries such as footwear, consumer electronics. garments. and steel prod-
ucts has proved that it is critical that the effect of subsidies both "up-
stream" and "downstream" be considered and remedied.

(b) Regional Industry. The reference in the proposed legislation to
a region that eonstitutes "an isolated market from other regions of the
United States" is unnecessarily narrow, as well as unrealistic. The con-
cept of a regional industry may appropriately be applied whenever
producers of the domestic industry for a class or kind of merchan-
dise are located in a particular geographic erea and primarily serve
the market in that area, and imports have been concentrated in that
area, even though a major part of the U.S. industry is not injured.
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0. Application of CVD to Los Developed Countries
American Federation of Labor and Congrecs of Industrial 0Orania-

tions: Rudy Otwald, Director, Department of Research :
The AFL-CIO would like clarification as to whether the counter-

vailing duty provisions would apply to imports from less developed
countries in the same manner as they apply to export subsidies of
developed nations. For example, would countervailing duties be
assessed against subsidies of a less developed country which has not
violated its "phase-out" commitments under Article 14 of the code?
The AFL-CIO's view is that a subsidy should be the subject of a
countervailing duty regardless of whether a developed country or a
less developed country is the source of the product.
International Association of Machinasts and Aerospace Workers:

William W. Winpisinger, President; and Dr. Helen Kramer,
Ass88istant to Director lof International Alfairs:

One of the objectives of the legislation should be to create strong
incentives for less developed countries to adhere :> the Subsidies Code.
Accordingly, the legislation should specify that lo injury test will be
applied in subsidy cases involving non-signatory countries, for both
dutiable and non-dutiable merchandise, mincluding articles granted
duty-free treatment under the Generalized System of Preferences
(Title V of the Trade Act). For signatory countries, the law should
make clear that, upon a finding of injury to a domestic industry,
countervailing duty should be assessed on a subsidized article imported
under G.S.P.

R. Miscellaneous Points

American Federation of Labor and Congress of Industrial Organiza-
thons: Rudy Oswald. Director, Department of Research:

Reconsideration of CVD Orders. On the one hand, there obviously
must be a mechanism by which the amount of a countervailing duty
may be modified as the amount of the subsidy changes--although to
the extent possible. the terms of the CVD) order itself should be drafted
with a view to that matter, and should provide for automatic adjust-
ments in the amount of the duty in certain circumstances. On the other
hand, however, the mechanismn for modification of orders should not
provide a route by which elimination or reduction of duties may be ob-
tained without the full procedural protections which apply to the in-
itial CVD order. And any substantial modification of an order should
be subject to judicial review. At most, an investigation should be under-
taken only if the Secretary has received persuasive evidence that the
industry is no longer subjected to injury, threat of injury, or retarda-
tion. Moreover, an investigation "should not be undertaken until at
least 18 months following the publication of the last injury determina-
tion." And the legislative history should emphasize thlat because sub-
sidies are unfair practices, U.S. policy is that once a subsidy has been
shown to have caused injury as defined in U.S. law, the U.S. objective
is elimination of the subsidy. not just the injury.

"Best Arailable Evidence" and Reliabiity of D)ata. The legislation
should clearly permit the use of best available evidence if, for example,
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a party prorvides information which is found to be unretiable. More-
over2 the legislation should provide that the Seeretary and the Com-
mission should verify the reliability of information received before
the information is given weight.

Transition Rule. To require injury investigations of all outstanding
countervailing duty orders, as proposed by STR. would result in great
intstability and uncertainty, and would place an excessive burden on
the Commission. Those orders are valid. and should not be placed in
limbo. Injury investigations should be commenced with respect to out-
standing orders only if the Secretary receives positive evidence that no
injury threat of injury, or retardation of a domestic industry exists.

Definition of "Imported". The terms "area ,f production" and "im-
ports through other countries" should he clarified.

Assessment Process. There should be a timne limit on liquidation of
mechnndise imported under a CVD order, with improved rights on
the part of domestic interests to be informed of decisions made in the
assessment process and to comment on or challenge such decisions.
International Association of Marhini;sts and Aerospace Workers:

William W. Winpisinger, President; and Dr. Helen Kramer,
A ssistant to Director of International Affairs:

Domestic interests should have improved rights to be informed of
decisions made in the assessment process, and to connment on or chal-
lenge such decisions. There should be a time limit on liquidation of
merchandise imported under a countervailing duty order. Congress
should take this opportunity to do everything possible to avoid the
kind of administrative breakdown that occurred in the Treasury De-
partment's handling of the color television dumping case.
International Economio Policy Association: Dr. Samuel M. Rosen-

blatt, Lenior Economic Coneultant:
We should guard against the recurrence of instances of multiple

jeopardy, such as occurred recently in the case of TV imports, from
the simultaneous filing of a number of petitions for import relief. This
involves some clarification of the relationshipr among petitions filed
under Section 201 of the Trade Act, the Antidumping Act of 1921, as
amended, the countervailing statute of the Tariff Act of 1930, as
amended by Section 331 of the Trade Act of 1974, unfair trade provi-
sions of Section 837 of the Trade Act of 1980, as amended, and under
Section 801 of the Trade Act of 1974.
Internationol Sepvice Industry Committee of the Ohamber of Com-

merce of the United State:, Ronald K. Slelp. Chairman (Vice
President and Director, American Ilnternationa Group):

The subsidies code, proposed as a potentially appropriate vehicle for
dealing with service industry problems by the Inter-Agency Task
Force, contains no reference in the text to services. Relevant questions
are:

What efforts were made to include services in the subsidies code and
what circumstances precluded such consideration in the final agree-
ment I and,

Is the subsidies code susceptible to the eventual coverage of subsidies
to services in international commerce (for example under Article 19,
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Section 7) and, if so, what basist If not, what efforts are planned by
the STR to pursue the issue and what response is anticipated from
trading partnersI
Chamber ofCommerce of the United State: W. D. Eberle (Chairmnan,

EBCO, Inc., Boston, Ma8.):
Certain Taw Practice8. It is unfortunate that the subsidy code proved

unable to deal with a variety of direct and indirect tax matters. Con-
gress should direct the Achninistration to continue active intelra-
tional negotiations on these issues. Furthermore, the implementing
legislation should make it clear that ending the successful conclusion
of such future negotiations, it is the understanding of the United
States that the subsidy code will not prejudge certain direct tax prac-
tices of the United States or of other countries, particularly the U.S.
Domestic International Sales Corporation (DISC) provisions, which
are the subject of pending action under GATrT.
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G. Treasury's Rules for Making Price Comparisons

American Importers A8ssociation: Richard A. alaztncell, First M'ire
PFsident:

Deletion of Cost of Production and Minimurn Percentage Marku ,s.
While not addressed by Congress, we recommend, based upon incon-
sistency with the Antidumping Code and thle recent GAO study. that
Section 205(b) referring to cost of production and Section 206(a)
which mandates arbitrary addition of 10 percent for general expenses
and 8 percent for profit, be eliminated from the Antidumping Act.
Ricefard 0. Cunningham. Steptoe & Johnsmon., Washington, D.C..

At present, the rules used by thle Treasury Department for the mak-
ing of Antidumping Act price comparisons are so imprecise and un-
certain that it is awfully difficlllt (in all but the most extreme cases)
for a U.S. industry aggrieved by low-pricedl imports to know whether
or not it can obtaini relief under the Act. By the same token, it is often
very difficult for a foreign exporter to know whether or not its sales
to the United States :- at LTFV priees-despite the fact that the
exporter has within it., possession complete data concerning its home
market and export prices and all expenses incurred in connection with
its sales in the two markets.

The difficulty, obviously, does not lie in the prices themselves. Rather,
the problem is that no one can knowv. until a given investigation lhas run
its full course. precisely what "adljustments" Treasury will make to the
prices which the foreign firm charges to its U.S. customers and to its
customers in the home market. The imprecision in Treasturys rules
centers on three. principal areas: selling expense, adjustments for
differences between the ITS;. mnerellhandise and the home market mer-
clhandise, and the use of allocations in making adjustments.

1Selling Epenses. The selling expense issue is perhaps the thorniest
of all problems in the administration of the Antidumping Act. In
almost every investigation--certainly in all investigations inolving
consumer products- the foreilgn exporter argues that any apparent
difference between its U.S. prices and its home market prices is attrib-
utable to the fact Ihat it ineums imch greater selling expenses in its
home market sales. These claimed expenses in the home market include
the maintenance of a much more elab orate distribution system, higher
warranty costs, larger expenses for servicing the merchnindise. etc. In
principle, it seems logical that anl adjustment should be made if homel
market selling expenses are in fact greater than the selling exlpenses
incurred in the U.S. market. However, the issue is nowhere near that
simple. Consider, for example. the following questions:

Should an adjustment be allowed for a more elaborate home inark.ot
distribution system. if a major reason for having such an vla!lwat.
distribution system is not to increase sales, biut ratlher to provihe :i
retirement for the firm's elderly employees, as is often the ca-v inL
Japan t

if the exporter engages heavily in home market advertising whih
is not designed to promote speeifie products. bhlt rather to promnote the
company's "imang" (for example, "Imperial Chemical Induistries leads
the world in chemical technology"), should the cost of such "innge
advertising" be deducted from home market prices I
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If the foreign company provides day care facilities for children of
women who work in lt8 sales department, is that a deductible "selling
exheh ~"I!The current Antidumping Regulations, as well as the questionnaire
which the Customs Service sea to foreign exporters in dumping
cases, require that a selling expense mustbe shown to be "directly
related" to sales of the merchandise under invetion, in order for
that expense to be deductible from the price of the sale. In the last
several years, however, the Treasury Department has been increas-
ingly willing to classify as "directly related"-and thus deductible-
more ard more types o expense. A vivid example of how far Treasury
has gone in this direction occurred last year in the investigation of
Motorcycles from Japan, where the cost of "mobile medical units"
was allowed to be deducted as a "directly related" home market sell-
ing expense. In the same case, "imagb t.1vertising" was also placed in
the deductible "directly related" category.

Treasury's adoption of this more expansive allowance of selling
expense deductions represents a major change in the meaning of the
Antidumping Act. Cases which would have been won bv the com-
plainant three years ago are nov lost or result in a finding of minimal
dumping margins. Yet that change has not been accomplished through
an amendment of the Act by the Congress. rather, it has been accom-
plished administratively.

It may well be that the Congress concurs in the new meaning which
Treasury has given to the Act. After all, foreign respondents have for
years argued that all costs-not merelv those which are "directly
irelated" to sales of the merchandise under investigation-should be
taken into consideration in making the price comparisons. But it is
also quite possible that Congress does not agree with Treasury's pres-
ent approach. Complaining U.S. industries take the position that
expenses which are not a part of the actual selling function and/or
are not related specifically to the product under investigation should
be regarded as general overhead items, and spread evenly over all of a
eompanv's sales-home market and export-thus resulting in no pric-
ing adjistment in LTFV comrarisons. The resolution of this issue
involves questions which are both complex from an accounting satnnd-
point and fundamental to the philosophy of the Antidumping Aet.

But if the proper resolution of the selling expense issue is not clear,
it. is clear that the issue is of such importance that it should be decided
by the Congress and not by the administrative agency. It is no exag-
geration whatsoever to say that most eases today are won or lost on
the selling expense issue. The price adjustments in this category can
easily result in a swing of 20 percent or even 30 percent in the eonm-
parisons. which is generally enough to change a determination from
affirmative to negative, or vice versa. If there is to be any meanninful
revision of the Antidumping Act. f strongly urge that the Coneress
eloselv examine the selling expense issue. hold hearings on it. studyr
its impact on decisions over the past several Years. and make tlh
)polivcy jtudgmnents necessary to lay out clear and precise ruifles as to

what expenses are deductible and what expenses are not dleductible.
Ad;,htrnmton for Miferences in the Charaetereisthe of the MAerrehan-

d;se. In almost all dumping cases involving manufactured prodluets,
the foreign exporter..-ill argue that the merchandise which it sells in
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its home market differsE in characteristics from the merchandise sold
in the United States, and that an adjustment should be made for the
cost differences attributable to these differences in characteristics. This
proposition is unexceptionable in principle, but the application of that
principle in dumping cases has proven orrendously difficult.

What happens in practice is thiat the foreign manufacturer presents
to Customs two computer printouts purporting to show the costs of
producing the export version of the merchandise and the version sold
in the home market. The Cusiams representative can do little more
than compare the cost at the bottom of one printout with the cost at
the bottom of the other, and make the pricing adjustment on this
basis. In only a few cases-the duty a.ssessment phase of the color
television case being a prominent example-has Customs gone into
rXeal dletail in analyzing the relative costs of the home market merchan-
( iWe sis compared to the costs of the U.S. merchandise.

Sinclee there is usually no really meaningful investigation of this
cost ndjustnient issle, there is no way of knowing with certainty
wheither the adjustments have or have not been accurately made.
However, nimany U.S. complainants feel that errors in making these
adjustments have resulted in-or at least contributed to-the loss of
cases which should have been won.

This problem is a particularly diffietilt one to solve, because the
nnalysis of costs is always more'diffieilt than the analysis of prices.
However, tile cost adijustient process could be greatly improved by
three changes, two relating to the criteria for the making of adjust-
ments and the third relating to Customs' analytical procedure:

First, adjustments for cost differences should be predicated only
on cost differerces which are directlyv related to differences in the
characteristics of the merchandise. Where a difference in cost of pro-
duction arises from the fact that one article is produced in a different
plant than the other, or from the fact that more overtime is used in
the )production of one of the articles, or for some other cost variant
unrelated to a difference in the specifications of the two articles, then
there is no logical basis for making any cost adjustment. It .honld
therefore be incumbent upon the exporter claiming a cost adjustment
to demnionstrate that that adjustment is directly related to a difference
in the characteristics of the U.S. article and the home market article.

Second, adjustments should be made only for differences in direct
costs of materials and labor, and not for overhead expenses. This is
a derivative of the first proposal. Overhead costs are inherently aen-
eral in nature, and not related to differences in specifications of the
merchandise. MAoreov ., analysis of overhead expenses is exceedingly
difficult and is dependent upon the uncertainties of allocation
principles.

TJUe of A lloeationA in Computing Adjstrmenf*ts. Many dumping
eases now involve foreign exporters which are multi-product coni-
panies. In such cases. analysis of discounts, selling expenses, and
the like in home market sales is often complicated by the foreign
producer's contention that it does not break its financial statements
dlown into the categories required for this investigation. Assume, for
example, that the foreign producer sells products A. B, C, 1), E and F
in its home market, but that the dumping case involves only product
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C. Thle foreign producer states that it keeps no separate exp(nset recor(ds
for product C, but rather grouls the product C exlenses in thle same
category as prodtucts A. B, ) and E. In such circuinstanees. the foreign
producer generally proposes that it be pernlitted to allocate to prloduct
C a percentage of the total expenses for prodlcets A. 1B. C. D and E
equal to the percentage of sales of t0 -, five products represente(d by
sales of product C. This seems reas,'nevle 't first glance, lnt consider
the following examples:

Home market sales of product t ri-pr, .,nt 20 percent of the foreignu
producer's total home market si ,. '1}ie foreign producer Proposes
to allocate 20 percent of its home n i:l ic television advert i-ing expen)se
to sales of product C. However, the U.S. eonilalinaint states that itS
investigation has revealed that the foreign l)rodu(eer does suibstant ally
no home market television advertising of product C. Should the all;e'-
tion be allowed? What, if any, further docmnientation should be
require(ld?

The foreign producer gives an annual bonus to each of its honme
market dealers who attain a certain volme of sals. lowever. the
producer's home market sales of the producet eove.edl 1) the *duail)ing
minvestigation represent only ; percent of its total homie market sales.
Accordingly, the dealers invariably obtain their bonus primnarily by
making sales of products other than the product coveredl by the in-
vestigation, and some dealels will l)e receiving bonuses desl)ite the fact
that they have made no sales whatsoever of the product under in-
vestigation. Should the foreign producer be allowetl to allocate 5
percent of its bonuses to sales of the prodiucet undler investigation?
What, if Lny, further documnentation should be required(' ?

In recent years, Treasury has been increasingly willing to accept
allocations as the basis for computing price adjustments. American
complainants have vigorously protested this trend, arguing that the
foreign producer should be required to substantiate fully any claim
for an adjustment which would eliminate (or tend to elimninate) ap-
parent dumping margins. The foreign producer, on the other hand,
argues that it cannot be expected to maintain its records in precisely
the categories covered by the dumping investigation, and hence an
allocation of some sort is essential.

There are at least three possible resolutions of this problem:
First, the IT.S. complainants' position could be adopted, requiring

the foreign respondent to demonstrate the actual amount of any ex-
pelise, discount, ,te. actually paid or incurred with respect to sales of
the merchandise utnder investigation.

Second, Treasury's current policy could he retained. allowing the
foreign producer to use any reasonable method of allocation of ex-
penses, discounts, bonuses, etc.

Third. an approach could be adopted similar to that used in ex-
porter's sales price cases. If the foreign producer is able to demon-
strate the actiual amount of expense incurred, discount paid, etc. on
:ales of the item under investigation, then that amount would he fully
deductible. If an allocation were required, however, the per-unit
amount deductible from home market prices could not exceed the per-
unit amniount deducted for the same category of expenses (or (liscoliunt,
bonus, etc.) in the UI.S. market.
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'Whatever resolution is finally reached, the issue is one of major inm-
portance, and thus should be resolved by the Congress, rather than by
the administrative agency.
American Importers Association: Richard .1. Ma:v"ell, First Vice

President:
Use of Averagi,&g In the AsseRsmene Process. The Senate Finance

Comimittee tentatively has decided that assessment of dumping duties
be carried out with the use of sampling techniques and averaging to
compare U.S. and foreign market value, and that "insigniticant ad-
justments" could be ignored at the agency's discretion. We recom-
nmend that, as difficult as the duty assessment process is, every importer
has a right to have its duties assessed on the individual merits of that
entry. Any solution seeking to accelerate the process by disregarding
the rights of importers should be rejected as fundamentally incon-
sistent with our system of law.

H. Confidentiality Regulations

ClharS,' O. Verrill, Jr., Pattorn, Boggs & Blow, Waskington, D.C.:
A critical deficielncy in the administration of the Antidumnping Act

has been the abuse of the confidential submission regulations. Under
present practice, Treasury uniformnly accords confidential treat ment to
information submitted as such. While a suminmarv of the confi(lential
information is technically required, parties frequently resort to the
contention that summarization is impractical or provide summaries
th:it are mmeaningless. In any case. conlidential treatment of informa-
tion relevant to an investigation deprives Treasurv of the benefits of
advocacy and removes an important check on tihe submissioll-llumter
tlie veil of secrecy-of false or misleading data. On the other hand,
failire to accord confidential treatment could imnpede investigatiolins
because of a reluctance to publicly reveal sensitive information.

While AMF recognizes-and supports the principle of confilden-
tialitv of private information, there is also a need for access to confi-
dential information by independent counsel and experts for opposing
parties pursuant to proteetive orders that prohibit further di.selosmr(
of suclh information. Such access would inhlibit submission of false or
misleading information without compromising its confidlentil1ityv. In
this connection, we propose the following amendinent to the Ant idtnip-
ing Act:

(7onfldentiwdity: (1) During any investigation. information pro-
vided on a confidential basis shall be regarded as confidential within
tile meaning of 5 TT.S.C. § 442(b) (4) if .so designated by the adminis-
tering autlhority. In the event information is designated as confiden-
tial by the adniinistering authority. and therefore any party to the
proceeding is denied access to the confidential information. then such
n party may file a petition for a protective order with the United
Stntes'District Court for the District of Columbia or the district in
which the petitioner is located or has its principal offices. Before is-
suing such an order, the district court shall find that-

(A) the administering authority has denied access to the con-
fidential infornimation based upon a claim of confidentiality or
upon its own motion;
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(B) the petitioner is a legitimate party to the proceeding before
the administering authority in which the issue of confidentiality
was raised; and

(C) proper notification of the petition has been served on all
parties to the proceeding before the administering authority.

(2) lllere the findings required by subsection (1 of this section
have been made, the district court shall issue a protective order requir-
ing disclosure of the confidential information to designates of the peti-
';,ner. Such order shall-

(A) forbid disclosure of the confidential information by the
designates except as authorized by the party submitting the in-
formation;

(B) require endorsement by the designate of a conforming con-
fidentiality agreement prior to receiving the confidential informa-
tion: and

(C) provide for return of the confidential information and all
copies thereof to the administering authority immnediately after
the investigation is finally determined.

(3) For purposes of this section-
(A) "designate" means independently retained attorneys, ac-

countants and experts but shall not include any stockholder or
employee of a party to the investigat ion:

(13 "I)istrict court" means a United States (listrict court estab-
lished under Chapter 5, 28 U.S.C.

This amendm(llent woul give experts. wvelr. nnl aecolintlints for
the petitioners an opportunity to evallat onfirlen! inlal neaoritld nd to
subemit comments thereon to the a(llinistering authoritv y l)lrslant to
court order and thus not jeopardize the basic confidenti.llitv of the in-
formation. Since the court has both civil and contempt vewers in the
ease of a violation of a confidentiality agreement. there is little likei-
hood of an abuse of the svstem. While this proeduire inlpo'es n11inis-
terial responsibilities on the courts, it is analagous to tlw inmumn;ty
procedures of 18 U.S.C. . 6001-6005 which were lul)hl(l in Apl)plia-
tion of U.S. Senate Select Committee on Presidential nipqaig"n .\e-
tivities, Misc. No. 70-73. 361 F.Supp. 1270 (D.D.C. 197:1).

It should also he noted that the House Ways and M'eans Committee
anl the Senate Finance Coinmittee have apl)proved( a similar proce(lire
in connection with their deliberations on implementing aulmeld(lil(ents
to flie countervailing duty statute (1.9 T.S.C. ' 13.0.31):

"The Subhcommittee agieed that submissions may b)e given on a confi-
dential basis, bllt nonconfidential. summairies. available on request to
any party. would be required. The counsel for interested parties coulld
seek access to confidential information under an administrative court
or protective order. Parties must be kept informed of the progress of
the investigation. Summary records of ex parte meetings with the
administering agencies must be available to interested parties."

A aimilar amendment to the Antitdumping Act would enhance the
credibility of dumping determinations.

I. Ex Parte Rules

Charles O. TVerrll, Jr., Patton, Boggq d; Blow, Washington, D.C.:.
Tn the Polish Golf Car case, AMF has, through Freedom of In-

fcrmation Act requests, uncovered a variety of correspondence and
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memoranda of meetings between Treasury Department officials and
representatives of the Polish government and the manufacturer of
Melex golf cars. These documents suggest that part of the reason for
delay in liquidations in that case has been the extraordinary amount
of dialogue about the proper resolution of the duty amount in which
the domestic industry had no opportunity to participate. While we
can appreciate the sensitivity of foreign governments, particularly
where state owned enterprises are concerned, to the imposition of
duties following a dumping finding, the actual determination of
dumping duties should not be negotiated in private without the par-
ticipation of the domestic industry.

Accordingly, we urge that Treasury be required to adopt rules, com-
m.on to virtually all administrative proceedings, that would provide
that no communication from a perslon interested in the dumping pro-
ceeding or a dumping duty would be accepted by Treasury unlless a
copy was simultaneous'y served on counlsel for the domestic petitionelrs.
In addition, we urge that Treasury be required to advise domestic peti-
tioners in advance of any meeting relative to the duty liquidation
(other than internal meetings) and allow them an opportunity to par-
tieipate or. at a minimun. be provided with a summary of the mat-
ters discussed by the meeting participants.
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J. Participation by Counsel

Charles O. Verrill, Jr., Patton, Boggs & Blowa, 1Vash/iton, [,.'.
During the six or nine month fair value investigation by Treasury,

counsel for the domestic industry and foreign produtcers hlave an o0)-
portunity to participate in the factual and legal determinations. al-
though ilhe procedures could be improved substantially to ensure a
r eater degree of admliniistrative (due Iplcess. However. the determina-

t ion of foreign market value during the investigative phase of an anti-
diunping proeeding does not automiatically beconie the foreign muar-
ket value for purpose of liquidating duties against imports after witih-
holding of aprisement is ordered. Treas*ir rarely. if ever, impsses
dumping duties on the imports that were at less tlla fair value during
the investigation; it is only inmports after that plhase is completed that
are subject to dutiy. As a result, the determination of foreign market
value for liquidation purposes can be made on wholly different a.-
sumptions and factual inputs than those that ledl to the less than fair
value decision and the actual dumping duty which is ultimately as-
sessed can be significantly different than anticipated by the donmestic
in(lustry.

In order to cure, this absence of administrative due process, we rec-
ommnend legislation that would require the Treasury to notify coun-
sel for the domestic petitioners within a short period, say three niiontlhs.
after a formal finding of dumping of the proposed basis for deter-
mining foreign market value, including all adjustments for purposes
of computing dumping duties. Treasury should be required to provide
domestlc counsel with copies of all correspondence and information sub-
mnitted by the foreign producer in connection with its deliberations and
there should be an effective opportunity to rebut or otherwise chal-
lenge any of the calculations made. Tliereafter, Treasury should he
required to follow the same procedures in the case of a change in for-
eign market value.

Eye believe that such a procedure would enable the domestic in-
dustry to effectively participate in the liquidation of duties and to in-
sure that the relief provided by the Act is, in fact, granted. Finally.
the establishment of time limits would have the beneficial effect of
providing the domestic industry with a vehicle for, if necessary, seek-
ing a writ of mandamus from the federal courts to provoke Treasury
action.

44-535-79-a
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K. Customs Service Investigative Procedures and the Necessity
for Commitment of Greater Resources

American Federtion of Labor and Cngre of Indu!rial Organiza-
t;lona: I#ud.v Oswald, Dirertor. Department of Research:

A requirement that all data relied upon must be verified, and that
the best available data shall be utilized as the basis of decision if a
Ilarty fails to provide data in a timlely, reliable, and verifiable fashion.
I:;,.hard O. Cuwninlyham, Stfptoe. & Johnaon. VWahington, D.C.:

If the United States is serious abmout enforcing this Act. it should to-
tmlhV revise the verification proeess. along the lines which I suggestedto
t le Committee. In each case. a t(e ani shou Id be dispatched to the foreign
eintry for purposes of chlecking the information submitted for-

igrn o!ld(uhwer. T'hat teanm should consist of the Customs case handler,
ut least one accounee tant. a techlnical advisor who is familiar with the
produlet. in qlestion, and-in those cases where thle response is coni-
puterized-a (ldata processing exwpert. Instead of a one day visit to tilhe
failiti(es of the foreign conmlpany. this team should be prepalred to
-len(l as mulch as a week, in order to Conduct a thorough examination
for purlpoSs of verifying the (lata.

Olwviouslv. such an investigative proeedure will require a major
inelease in lboth thile nmanpower and the funtling of the administering
a, wyne. Adequate )proeduires for assessing duml)ing duties after a
tfillding has been entered-nanother area in which all observers agree
that present prcaedutres are woefuily lacking-will also require a
niuch greater conmnlitnment (o resources. In nil, I submit that we are not
talking about a 50 percent incm, ase in funding, or even a doubling of
funds. If we want effective enforcement of this law, we need an ad-
nministering agency with something like four to five times the man-
lwer and funding now allocated to the offices in Treasury an(l Cuis-
tomis which deal with this Act. I think that this law is worth that
investment.
('ta,,reR 0. Ierr;l?, Jr.. Patton, Boggs & MBlow, Washington, D.C.:

While verification by Custoims of information submitted by parties
to an investigation is routinely undertaken, the procedures utilized
are, by virtually all accounts, utterly inadequate. The following de-
Fcriptilon of the "verification" actually undertaken in proceedings was
furniished to the Trade Subcommittee of the House Ways and Means
Committee (luring hearings last Septembier:

"In walked the verification officer and all he looked at was a two page
cost summniay which we had plrepared.

"lie didn t even want to see all the supporting materials. ie ex-
plained hle was not an accountant and he was not qualified to do an
audit.

"My client played it straight in that case. WlVe presented a valid
constructed valtue computation with full supporting data; but I must
say that if we had presented a totally imaginary thing, the Customs
,;ervice never would have known the difference.

".Another example. Last year I encountered a frllow who had pre-
viously been an officer of a foreign comnpany during a dumping
investigation.

"I was not involved in the case.
"*The story he told would curl the hair of anyone who wants to see

the antidumping law enforced effectively.
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"What the company did was instruct their computer programer to
eliminate most of the higher priced home market sales from the com-
puter printout that they gave to Treasury.

"When the verification officer arrived, he dlid a spotcheck and he
concluded that the entries on the computer printouts were accurate.
What he didn't do and couldn't do was check whether the printout in-
cluded all of the home market sales, including the high-priced ones as
well as the low-priced ones." [T'estim¢ny of Richlard 0. Cunningham,
September 21,197d. Serial 95-).114. at 1.39:.]

Experience has shown that these are not isolated or aberrant exam-
ples; instead, these episodes reflect the norm and unfairly prejudice
the domestic petitioner.

The solution, unfortunately. is not as clear as the problem. Higher
budgets, more qualified personnel and better training would clearly
help. Another way to improve the verification process would be to re-
quirt f'ull disclosure of the methods utilized by the verifying officer(s),
including information inspected. sampling teehniques, hours devoted
to the inspection, and so forth. This disclosllre would enable the other

spartie.s to challenmge the verification if it appeared inadequate and
wohul encourage the verifying officer(s) to more thoroughly approach
the task.

L. Dumping From Non-Market Economy Nations (Discussion
of Polish Golf Cart Case Issues)

.4A mnr;han Federation of Labor and Crngress of Industrial Organiza-
t;6ns : Rudy Oswald, Director, Department of Research:

Urge "Adoption of realistic and objective statutory rules for com-
puting the margin of dumping where state-controlled economies are
involved."

S * * * * *

Section 405 of the Trade Act of 1974 and Section 406 should be
n mnlended to assure that emergency action and market disruption action
le related to the additional effect of imports on impacted domestic
in(lustrv-both upstream and downstream.

The International Trade Commission has neither monitored nor
reported adequately on non-market economies' trade. This should be
changed so that special monitoring of imports from non-market
economies can be used to show the impact on U.S. jobs and industries.

Sretion 205 of the antidumping act as amended in Section 321 of
the Trade Act of 1974 should be enforced. (This has been avoided by
Treasury regulations in dumping cases to help imports from non-
market countries.) A new provision to emphasize special direction to
the Treasury Department or the appropriate statutory agency to pre-
vent dumping from non-market economies should be enacted. The
current Treasury regulations should be overturned.
Ad H'oe ,ubeies Coalition: Charles R. Carlisle (Vice President, St.

Joe ,J1in 'ratls Crp.), Stanley Nehmer (President, Eronomico
Consulting Services, Inc.), Doinald deltKieffer (Colier, Shannon,
Ri7ll, Eduardsd' ,Sott):

The obvious problems arising from different accounting concepts
in determining the amount of a dumping margin on imports from
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socialist econonlies lhav( been exnacernate(d recently by a new Treasury
Ihepartment regulation which coml)als economies ratllher than inl(.L-
tries. Unfortunately, Article 15 of thle recently-initialled Subs.idiv.
COXlc de(s nothing to alleviate the situation.

Prior to August 1978, Treasury established a foreign mn' liet valI tw'

(for purloses of finding a dumping margin) by examining an indtls-
try in a free-market country. That made sense because a centrally
planned, controlled econonmy can develop industries comlparalble in
scale and efficieniey to those in more advanced market economies.

The new Treasury regulation rests on a fallacious principle which
states that if two countries have the same GNP, then it follows tha:t
they will have comparable costs. Rlather than examining comnparnlae
industries, the new regulation cosxpares supposedly comparable econ-
omies (e.g., .pain-Poland). Rather than calculating the margin of
dunping by comparing export prices of comparable industries. Tren-
urv Is now comparing export prices with a constructed value in a
comparable econom- whether or not the comparable economy has' a
like industry.

This is contrary to the law's stated preference for comparing pr-ices
rather than using a constructed-value calculation. We urge the Sub-
committee to rectify this situatic. in the implementing legislation I)y
rlquiring Treasury to abolish the new regulation and return to that
used for 20 years prior to August 1978.
Riehard 0. Curnningham, Stcptoe ft Johiemn, Va.h;ngfton, D.g.

After the enactment of Section 205(c) b) Congress in 1974. it
seemled that the methodology for applying tlhe Antlidumping Act to
Comiuninistt country imports linad been settle(l. Since then, however.
the Administration has determined in its own mind that Section D2,I
(c) ns enacted by (Congress is overly restrictive and cannot fairly I)e
appliedl to Communist country imports. There are two issuies here:

First. what sliould be the basis for determining foreign market
value when the product in question is not prod(ueed anywhere except
in the Inited States and in the exporting Communist country? llThe
legislative history of the Trade Act of 1974 states rather explicitly
that the basis of comparison in sucllh circumstances is to he the price
at which such merehandise i- sold in tile *fnite(l States by U.S. I'eo-
(lueers. However, Treasury regards this as unfair. and ifas instead'
pronlulgated an incredibly complex regulation requiring a hypotheti-
cal cost of lpro(dluction analysis.

Secondlll. wvhere the sanme type of merchlandie is produced in several
eIIntr!iec;lXesi(ldes the U'.S. and the exporting Cbmmunist countlry.
which of those third countries should be chosen as the basis for deter-
mining foreign market nvalue? Again, the legislative history of tlhe
Trad(le Act states explicitly that Section 205)(c) is intended to codify
previ is nal ministrative practice. and the Cistoms Service in past cases
has invalriably looked to that country in whilch it found a produeer of'
size, eoluplexity and technology tni)narable to the producer in tlhe
Communist coulintry. Tiere again. l'reasury has changed the law. by
promiulgnting a. new regulation which requires that foreign mark;et
al, lie d1etermined onl the basis of prices in a country "comparable in

termis of eonomie development" to the exporting Communist country.
Ontl('e. a'ain. thle effect of Treasm'v's change is to slant the price coi-
parison" in favor of the Communist exporters.
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The reason that Treasury's new approach has a built-in bias in favor
of the Commnunist exporter requires a bit of explanation. The nubbin

:f it is that the eountry in which you will find an exporter comparable
in size and sophistication to the Communist exporter is likely to be a
country which is more advanced-and therefore in which prices are
higher-than in a country "comparable ill terms of economic develop-
]ment" to the Communist country. The reason is that the Conmunuist
country government often creates an exporter which is larger and more
sophisticated than one would normally expect to find in that country.
The goal is to earn hard currency by increasing exports, and therefore
the governmnent wants as large and as sophisticated a producer as
losslble. In a free-market economy comparable in economic develop-
inut to the Communist country, or. the other hand, producers would
tend(l to be smaller and less sopiisticated, both because the size of the
domlestic market would not justify a large-scale producer and because
low labor rates would make a high degree of automation unnecessary.

In effect, then, the new Treasury regulation has precisely the resuilt
which Congress sought to avoid in enacting Section 205(c). What
-Ireasury will rely upon under the new regulation is not the normal
prices and costs which would exist if the exporter were located in a
non-Communist country. Instead, Treasury wrill use the significantly
lower prices which prevail in a country in which the exporter in ques-
tion would not normally be located. Thie net effect of this is to produce
a price comparison which is more beneficial for the exporter-more
beneieial precisely because of the involvement of the Communist gov-
· l'Xllllellt.

I urge this Committee to correct this perversion of Section 205(c).
That can be accomplishcd by amending the Section to make it clear
that enforcement of the Act against imports from state-controlled-
economy countries will be predicated on the prices charged by a free
market producer whose size and degree of sophistication are com-
parable to that of the state-controlled-economy producer. A proposal
for sulch an amendment is appended to this Statement.

Beyond this, the Committee should rnamke it absolutely clear to the
Treasury Department that the Antidumping Act is to be enforced
fairly and objectively, letting the chips fall where they may. Perhaps
the most disturbing aspect of the new Communist country regulation
is that it is so clearly a response to diplomatic pressures and an imple-
mentation of a diplomatic policy of cultivating political and economic
relations between the United States and certain Communist countries.
,Sueh policies are undoubtedly well-intentioned, and I have no qnarrel
with them whatsoever. I believe very strongly. however, that such dip-
lomatic and politics]al goals must not be allowed to interfere with vigor-
*oiw enforcement of the Antidumpin. Act.

Proposed Antidumping Art Amendnten Re ln.portR frmn State-
Controlled-Economy Cowntries. To ensure that the enforcement of tlhe
Act against imports from state-controlled-economy countries (a) will
he predicated upon analysis of prices rather than costs whenever pos-
sible. and (b) will be predicated on the prices charged by the producer
whose size aid deg ee of sophistication are more nearly comparable to
the state-controled-economy country producer but without the distor-
tion or subsidization inherent in government control of the economy. it
is proposed that Section 205(c) of th? Antidumping Act (19 U.S.C.
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ll4(c) !e amended to read as follows (revised portions italicized):
"If available information indicates to the ,Seretary that the economy

of the country from which the merchandise is exported is state-con-
trolled to an extent that sales or offers of salpes of suich or similar nmer-
chandise in tihat country or to countries other than the United States ldo
not permit a determination of foreign market value under subsecrtiol
(a) of tihis section, the Secretary shall determine the foreign miarket
value of the merchandise on thile basis of the normal costs, expenses and
profits of the 7i.roducer leh ch is most nearly eomrparable in size, sophi-
tiration and technology to the state-controlled-economy prodwer. nht

hicrh. is located in a non-state.controlled-eronomy country. inehuui.gq
the Urnited ,tate*. Such noremal costs, erpenses, and profits shall be d.1 -
termiwed on the hamis of

"(1) the prices, determined in accordance "with suihbsection (a)
of this section an(1 section 161 of this title. at which such or Similar
mierchandise is )sold by a peron. frmin or corporation ,rhkeh ;. In-
rated in. a non-state-controllfd-erenomiy couintry inetlidhq the
t.;ited ,States, ad itlehic ;is most nearly comparable in size. sophid-
tieat;on and teeh.nology to the Rtate-eontroled-eeonomy e.rporter
either (a) for eonsmnlption in the home market of that no.n-.Otte-
rontrolld-ermwny country. or (h) to other couintries, includling
thile lnifed States. or f no .sieh prices exrist.

"(92 the constriucetedl value of such or similar merchandise in a
non-state-controlled-econonmy country or cointries. inbedh;i,, the
United States, as determined uinder Section 1M5. of this title."

Charles 0. Ventll, Jr.. Patton. Bo.qfgs d. , 1n ,. l ,thingq/on, .£f.:

,%et;on 20.;(c) Shold BRe Amendced. Last Aungust. Treasury an-
0iounced a new regulation vhiceh contemplates. in thle case of moAt

non-mlarket controlled econonmy imports. the determnination of foreign
mialrket value by a new. highl ecomplicated and d(liscretionary methodl
which is p)remisedl on a hypothetical cost of lprloduction analysis. This
regulation sleCifically overtrled the Treasurv pracetice whilch had
b((en in effect for over twenty years and whieli had been successfully
utilized to curb uinfair price 'competition from such non-market eoi-
trolled economies as Poland. Czelhoslovakia. the U.S .S.R. and others.
The new refgulation. however. will have the likely effect of preclludini
any effective utilization of the Antiduimping Act to prevent slull un-
fair price competition. This is tiarti.ularly distiurbing now that there
is a serious possibility tihat the People's ReIpublic of China and Riissia
will lb granted most favored nation status and( the resulting lower
tariff rates.

Inmder the newv procedluire. Treasiry I)plans to utilize the prices of a
similair produciet in a market economy country as the foreian market
valuie of the non-market. .ontrolled economy product only if the mar-
ket economy country is "comparnlee" in stage of eeonomic develop-
menet to thle controlled econonmy. If prices in a comparable market econ-
omv are not available. then Treasury will establ)lish a constructed yahi
by hdetermining the cost to prodce 'the samie product in a comparahle
nmarket eeoonom- country using the factors of production (e.g., hours
of lahbor) in the controlled economy. Only if the input, factors in the
controlled eonomy cannot be aldeqiately verified will Treasury utilize
thile U.S. selling priee of the domniestic product.
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AMF believes that this regulation is inconsistent with § 205(c) of
the Act and is not a rational basis for determining foreigni market
value for the following reasons:

(i) The Antidumping Act does not permit Treasury to disregard
prices if the market economy is not comparable in stage of economic
development to the controlled economy. 'lhe price test is preferred un-
der the Act and constructed value has always been employed only if
prices are unavailable or less than cost of production.

(ii) 'There is no adequate basis for determining comparability In-
tween controlled and market economies because the economic reporting
systems of the controlled economies rely on a different data base than
those in market economies. This lack of compalrability is apparent
from the attached memorandum (Annex A) by Professor Stanislaw
Wasowski of Georgetown University. (Omitted.)

(iii) The regulation is based solely on the unsupported presumption
that "comparably develope(d econlomies lhave coIil)alrbl e costs alld
comuparative advantages." This lpresumpl)tion is without any foundat-
tion in economic theory or fact; a point made (but ignored) in our
presentations to Treasury. The lack of any logical basis for the Treas-
ury assumption can be readily illustrated: Belgium and Canada have
reasonably comparable per capita GNP and, according to the Treasury
assumption, should have comparable costs. This theory has superficial
appeal until specific examples are considered. Among the comnparative
adoantages of Canada are abun(dant iron ore an(d natiral aI' which ai r(.
both necessary to produce iron pellets suitable for electric furn:aee.
Surely it cannot Ie arwged that it will cost about the same to produlce
pellets in Belgium which has neither iron ore nor natuiral gas. In ftet.
the very foundation of world trade is that (omparative ad(lvantagfs,
even in comparably developed countries, will yield cost advantages
an(l provoke trade.

(iv) Treasury practice in the past has always been to find as a stir-
rogate for the non-market controlled economy producer nn in(ldustry in
a-market economy which is eomlnaroble to the industry in the nion-
market controlled economy and( to uitilize the prices of the market ,,on-
omny producer as fair value. This is a realistic test since a centrally
planned. controlled economy can develop industries which are coin-
Parable in terms of scale and efficiency to those in more advanced rnmar-
ket economies. Moreover, it relies on prices charged in the market place
which is the best litmus of value. Under the new regulation, however.
thle test will rarely b)e lsed.

(v) By narrowly circuimsoribing those eases in which the priece tedt
can be utilized, Treasury has effectively established constructe(1 vilal('
as the princilpal (leternmiinant of foreign market value in non-nlark(t
controlled eeonomy cases despite the obvious (lifficulty of cost calhil:,-
ions for a hvypotletieal producer. This methodology is prone to error

and places an uinrenalistic lburden on the Customins Se rvice. In fact. thle
(General Couvnsel of the Treasury reently complain(d to Conzres
obout the "difficulty of (letermining an intearate(l .manufacturer's codt
of producing [a] specific product...." This difficultv will he ieom-
poun(led by the controlled economy regulation where tlhe inquiry is not
into an actual producer's costs, but rather involves hypothlotical pro-
duction costs. Constructed cost calculations are also subject to man ip-
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ulation to achieve a result that is consistent with considerations un-
related to unfair price comipetition such as sensitivity to diplomiatic
pressures.

(vi) Finally, Treasury ignored the admonition in the Senate Fin-
anee (Committee leport on the 1974 Trade Act that if prices are not

vailable in a third market economy country, then prices in the United
States should be utilized in controlled economy cases. Treasury re-
jeeted this argument on the ground that it would be necessary to add
lie cost of importation and transportation to the U.S. price which
wolhid exclude the controlled economy pNdnIucer from the imarket.
'l'his is not a credible argument since Treasury could, under the cir-
cuinstances of sale adjustment provision of tlhe Act. make allowance
for those costs and, as a result, the product produced in the controlled
eo'oIImiily could be sold in the United States at a price equivalent

to that charged bx the domestic producers. Indeed if the product
is produlcedl only in the United States and a controlled economy, it
wo(Uild seeml that this is precisely the result that ('ongress inten(led.

Based on these arguments, we believe that legislative action shouhli
Ilm taken to amend . 205(e) of the Act so as to restore the primacy of
1I e price test in fair value determinations and to ensure that the in-
tentions of the Senate Finance Committee as expressed in the Report
on the 1974 Trade Act are fulfilled.

For example, § 205(c) could be amended as follows (new matter
italicized):

"*(c) If available information indicates to the Secretary that the
ecolloinomy of the country from which thle merchandise is expl)orted(l is
stat(.-controlled to an extent that sales or offers of sales of such or simi-
lar merchandise in that country or to countries other than the United
States do not permit a (letermination of foreign market value under
siilieetion (a), the Secretary sihall determine thIe foreign market value
of tile mnerchandise on the 'basis of the normal posts, expenses, and
profits as reflected by either.-

"(1) the prices, determined in accordance with subsection (a)
and(l section 202, at which such or similar merchandise of a non-
tate-,'ontrolled-e(onoInv country or countries inelubin the

T'nited States is sold either (A) for consumption in the home
market of that country or countries, or (B) to other countries, in-
eludling the United States: or if pOriee ineRud;ng those in the
T'n ;ted States do not provi;de an adequate bagJs of comparvson,
the i

i(2) the constructed valuie of siuchl or similar merchandise in a
non-stlate-eontirolled-eeon',miy country or countries as determined
uin(ldor section 206."

Aloption of this proposal wonli require that fair value be based
on prices, including these in the United States. unless the administer-
ini aut!hority determilnes that prices are not an ade(quiate basis for
Coiiiarl lso)n.

There are good reasons to estahlish price as tl'e primary determinant
of fair. value. even where it is necessary to locate a surrogate as is the
case in controlled economy cases. First. prices in the marketplace may
not always reflect total costs. Small or inefficient producers cannot
price their product in actual transactions above theil general price level
and expect to make sales except in monopoly markets. Thus, prices,
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even of small producers, reflect "normal costs" since abnormnal costs
resulting f'roin inefficiencies are borne by the seller who cannot pass
them on to the buyer in the form of higher prices. Second. constructed
value involves arbitrary minimum levels for general expenses and
profits without regard to whether competitive marketplace pricing
would allow such elements as a component of price. Finally, transac-
tion prices are less subject to manipulation than are cost calculations
with all the variables and allocations that are possible.

Where the product is produced only in the United States and the
exporting controlled economy, the use of domestic prices as the surro-
grate is readily justified. The'controlled economy product would 1w re-
quired to reach domestic price levels only if a lower price would (or
has been found to) injure an industry in the United States. Since it is
likely, where these unique ircumstances exist, that the product was
designed and produced specifically for the domestic market. an injury
producing price should be remedied under the Act. Otherwise, domes-
tic industries serving uniquely domestic markets would be prime tar-
gets of controlled economy producers that can disregard costs part icu-
larly where foreign exchange objectives are important (as they usu-
ally are).
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M. Special Problems in Antidumping Law Applied to
Perishable Agricultural Products

Mor;ia K. Udal, M.C. (A 'o a):
An interpretation of the Act whieh would require each single sale

of produce to exceed cost of production does not square with the
reality of agricultural economies."

"Since (Treasury) seems bent on this approach, we in Congress
must rewrte the law to avoid a ridiculous and costly result."
Wt~ st Jlexiro Tegetable D)itributors Asso eat'i and ' nion . ;,e'ild

de Productores (e Hortalizas: Patrick F. J. Macrory, (Ceunsel:
The Treasury Department is currently conducting an investigation

under the Antidumping Act which, for the filrst time, requires it to
alpply Section 205(b) of the Act (the cost of production provision.
'(ided in 1975) to imports of perishable produce. To apply the pro-
viion in a way that would require each individual shipment of im-
ported perishable produce to be sold at above its full cost of produc-
tion would be contrary to common sense and the economics of produce
growing.

lThe inability to control short-term output, coupled with the perish-
alble nature of the product and the substantial price fluctuations
dictated by market conditions, require the grower to sell whenever he
canl recover more than the costs of harvesting and marketing. To for-
bIid access to foreign producers when market prices are below full
cot. while at the same time U.S. producers are free to continue selling
lielow full cost whenever the imarket ;o re!quires, would b)e highly dis-
rmininatory. It would also hurt constimer interest, by reducing supply

antid increasing prices. The effect of such a ruling might well be to
effectively prohibit all imports of perishable produce.

An amen(lment to the Antidumping Act, that would authorize Treas-
Uiry to compare returns to the produce grower with his costs on a
realistic basis, rather than sale-by-sale, is needed to avoid these highly
U11lesirable consequences.

Like the original Antidumping Act, Section 205(b) seemns rather
clearIv directed toward in(ldustrial products. It cannot logically or
rPa.sonil)ly be applied to imports of perishable produce, at least on a
Nale-bv-sale basis. For, whatever the standards applicable to the in-
il'titrial sector, it is perfectly nolrmal and accepted practice for pro-
due. growers to sell below fill production cost at certain times of the
sa-on. The distinction, of eourse, is an obvious one. In the first place,
oupply and (ldeman(l in agriculture are much less predictable, so that

:tirket prices fluctuate far more substantially than in the industrinl
ttolr. A(dditionallv. unlike a manufacturer of. say, television sets, the

pr.lduce grower canlnot slow down or stop production in the short run,
,.I1 he cannot store his product. His access to alternative markets is
tri,'tlv limited by shipping time. So long as he can recover more than

his costs of harvesting and mnarketing, he must sell his crop, in order
to recover at loast part of his fixed cost.

What will be the consequences of a finding that sales of imported
prource below cost. even thonugh no greater in extent than is normal
fnr this kind of business. eonstitute dumping? There are two alterna-
tiv's. each hirghly unpalatable:

(a) Tmports nf Perishable Produce Will Cease.
(b) An Administrative Nightmare.

E.ST COPY AVALABLI



Proposal A. Section 202 of the AIntidumping Act, 1921 (19 U.S.C.
Sc. 161), is amended by adding at the end thereof the following new
subsection:

"(d) No dumping duties shall he levied, collected and paid on the
importation of perishable agricultural merchandise where such sales
below foreign market value (or, ill the absence of foreign market value,
constructed value) as have taken place have occurred as a result of the
actual or imminent deterioration of the merchandise."

Proposal B. 1. Section 202 of the Antidunmping Act, 1921 (19 U.S.C.
Se. 161), is amended by adding at the end thereof the following new
subsection:

"(d) No dumping duties shall be levied. collected and paid on the
importation of perishable agricultural merchandise where, in the ab-
.sence of foreign market value, the Secretary of the Treasury deter-
mines that (1) the volume and duration of sales below constructed
value have been no greater than occur in the ordinary course of trade
in perishable agricultural merchandise, and (2) within a period of
time that is reasonable in the ordinary course of trade in perishable
agricultural merchandise the revenues received by the producer on its
sales of such merchandise to the United States have enabled it to
recover:

"(a) all costs incurred in producing such merchandise:
"(b) an amount for general expenses and profit as defined in

Section 165(a) (2) of this Act; and
" (c) the cost of all containers and coverings of whatever nature,

and all other expenses incidental to placing such merchandise in
condition, packed ready for shipment to the Utnited States."

2. Section 205(b) of the Antidnmping Act. 1921 (o19 L.S.C. e.
154(b)) is amended by inserting the following language between the
.coseond and third sentences thereof: "In the course of making such a
letermination in a case involving perishable agricultural merchandise,

the Secretary shall take due account of the fact that sales at less than
cost of production may be a part of the ordinary course of trade in
suich merchandise, and he shall not disregard sales made at less thanr
cost of production where he determines that (1) the volume and dura-
tion of such sales have been no greater than occur in the ordinary
course of trade in perishable agricultural merchandise, and (2) within
an period of time that is reasonable in the ordinary course of trade in
erishable agri cultural mierchandise, the revenues- received by the pro-

d(eer on its sales of such merchandise in the home market. or, as aipro-
priate, to countries other than the IUnited States, have permitted it to
recover all costs incurred in producing such merchandise."

An alternative would be to incorporate language similar to that
appearing in Section 1(a) of the Robinson-Patman Act (15 U.S.C.
0 13(a)), an anti-price-discrimination statute that is the domestic
counterpart of the Antidumping Act:

"[N]othing herein contained shall prevent price changes from
time to time when i. response to changing conditions affecting
the market for or the marketability of the goods concerned, such
as but not limited to actual or imminent deterioration of perish-
able goods, obsolescence of seasonal goods .... "
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N. Miscellaneous Proposals and Comments

Antercan Federation of Labor and Congress of Industrial Organiza-
tiofa: Rudy Oswald, Director, Department of Research:

There should be no requirement for posting bonds to enforce rights.
The proposals adopt a concept of "regional industry" which is un-

duly restrictive and is worse than existing ITC interpretations.
Under the proposals, the concept of "fair value" would be replaced

by definitions of "foreign market value" and "U.S. Price." Since the
definitions are not. provided, comment is not possible. This proposal
obviously could change our Antidumping Act in a fundamental way,
and full details of the proposal should be provided immediately.

Since many of the antidumping proposals track the countervailing
duty proposals, the AFL-CIO's comments regarding the latter shotiul
also be considered, where applicable, in the context of the antidumping
plroposals.

The proposals permit the government to self-initiate a dumping in-
vestigation; but they should require such action in appropriate cases,.
International Assoeiation of Jlaehiiists and.l Aerospace Workers: ll'l-

1iam IV. Winpisinger, President; and D'. Ielen Kraner, As.8sYift-
ant to Directorof InternationalAffab's:

Anti-Dumping Code. Article 12 of the International Anti-Dumping
Code provides or anti-dunliping action on behalf of a third country
by an importing country, on application of the third country.

Domestic implementation of this provision would give the Unitedl
States recourse when U.S. export markets are lost as a result of duiup-
ing b)y another country's exporters into markets outside the customs
territory of the United States.

So far we have seen no attempt to draft language to implement this
provision, and we urge the Congress to do so.

With respect to other recommendations for domestic anti-dumping
)rocedures, we endorse the proposals of the AFL-CIO.



CUSTOMS VALUATION CODE

Enerqency Commnittee for Amer;can Tirde: Lawter nee C. McQuade
('enior Vice President, W'. la. ;Grace & Co.)

ECAT supports these codes as well. Thle nianner in which imports
are valued for custonms purloses affects tile level of import protec-
tion. The current array of import valuation and licensing systelms
used by govemllnments is, in many instances, sufficiently bewildering
to discourage or impede international trade. The United States, for
example. has nine different bases for determining customs value. By
tstal)ishing five agreed methods of determining customs value, the
valuation code provides the international trading community a wel-
conie service.
Amnzerian Importers Association: Richard A. Maxawell, First Vice

President
ATIA has worked closely with omr negotiators in Geneva in order

to dlevelop a new valuation svste.:. IU.S. law should be amenlded to give
fuill effect to the new Valuation ('ole which is based on "transaction
value" and rigidly pl'scriles the manner and extent to which CustomIs
authorities may deviate from this standard.
Ameriean Paper Institute and National Forest Prodtuwts Association:

J. 'tanfford Smith (oin behalf of both organizations) (Chair-
nut. anld Chief E'xerutire O'cf.r, Internatiolal Paper Company) ;
and Dr. Irene 1V. [lesters, l'iee President, International Affairs,
American Paper Institute

The new code on customs valuation promises to decrease anyr utin-
certainty in export valuation and thus encourage more companies to
enter the export field.
Chamber of Commerce of the Unitcd States: W. D. Eberle (Chairman,

ERCO, Inc., Boston, Ma8ss.)
If fully implemented, the new customs valuation code will provide

significant benefits to U.S. exporters who now face arbitrary uplifts
lnder many countries' valuation systems. UI.S. implementing legisla-

tion should further elarify certain interpretative notes to the code. The
.Joint Tn(ldustry Working Group on Customns Valuation. on which the
Chamber is represented, has made specific recommendations on imple-
menting legislation.
Joint Indiistry Wlorkirn Group: (ichard n. langer, Vice President,

Control Data Corp.; Saul L. ,Sherman. Rivkin, Sherman & Levy:
Irving Levine. Dirertor. ivternational Tariffs and Trade, NCR
Corp.: James B. Corson. Director. Faeilitation, Air Trans port
zl.Assi. of Americaa)

We urge that draft legislation be made public for appropriate re-
view as soon as possible. However, certain key points are worth men-
tioning:

1. The General Note on Generally Accepted Accounting Principles
sihould be reflected in the legislative language.

(87)



S8

2. Thle following elements of the Interpretive Notes should be re-
flected in the legislative language:

-Note to Article 1-all.
-Note to Article 1.2-Paragraph #1, with succeeding paragraphs

re-phirased in legislative language.
-Notes to Articles 2 and 3--Paraglraph #2.
-Note to Article r.-Paragraphs e5. X6 (with "relevant" in tile

last sentence being supplemented by "objective and quantified"),
#7, #8 and #9.

-Note to Article 6-Paragraphs :i2. e3. #4, #5 (with "relevant"
in the final sentence being supplemented by "objective and quain-
tified'). #6 (as an addition to our later noted necessity for the
inclusion of Article 16 in the statute), #7 and #8.

-Note to Article 8-Paragrapih .1, :2. #3, #4 (with the addli-
tion that "Customis may not require that mniore than the cost or
value of that portion of the estimated useful life of the tools. (lies.
molds, and similar items consumed in the production of the goods
being valued be added to the price paid or payable to determine
their customs value."), #5, #6, #11, #12, #:13 and(l #14 (first
sentence).

The extent to which thie above parts of the Interpretive Notes should
be set forth in the sections providing for the valuation systems or in a

definitions section should bex determined as the legislation is developed.
:. It app)earls preferable that Article 7 be treated as a separate value

approach in the hierar(hy. rather than an ns amendlment to Sectisn
500. Section 500 provides Ctustoms with the authority to apl)praise
merchandise. and is not and should not be a basis of appraisenlmet.
Accordingly, we emphlasize the need for also rewriting Section 51)0.
The currernt law is overly broad and tends to mislead customs field
ofic'vs wvitlh its applarent inandlate to use "all reasonable wavs and
means" to appraise goods. rather than the valuation statute. Tile field
has too often used( Section 5.IH) as the basis for appraisement. result-
ing in the need for corrective action by Customs Headquarters and
the Courts.

4. Article 8 and its Interpretive Notes dealing with royalties and
assists require clarification. Wle suggest adding the following wor(ling
to thle text p)ermitting a(dditions for royalties and license fees:

"Royalties and license fees related to the production of the goods
lbing, valued which the buyer is required to discharge directlyv or in-
(ireetly ns a condition of the sale of goods for export to the l'United
States and to the extent that such royalties and fees are not included
in the price actually paid or payable."

In order to elimnate serious ad(lministrative problems arising under
Article 8.1 (b) (iv) clarification is needed. We recommend the follow-
ing language in the paragrahl succeeding that providing for adjust.
ments under Article 8.1 (b) (iv):

"The phrase 'undertaken elsewhere than in the country of importa-
tion' does not include assistance provided outside the country of im-
portation incidental to work undertaken within the country of
niportation."

.5. Price adjustments anticipate(l at the time of importation should
be reflected in the Transaction Value, even though only ascertained
later. Adjustments to Transaction Value should be permitted where the
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pries's based in whole or in part upon the proceeds of resale in theU.S. even though resale price is not known at the time of iml)olrtation.
6. The right provided by Article 16 should be guaranteed by law.Existing United States law affords importers the domnestic relnedie.-

both admninistrative and judicial review-called for by the Valuation
Agreement. (These remedies are not now generally available abroad,
but will become available as a result of this Agreement.)

Appropriate provision will be requirew regarding United Statesparticipation in the international machinery called for in the Agree-
mei" for resolving valuation disputes. Of special important is pro-
vision for assistance to American exporters inl obtaining the treatment
to which they will be entitled under the Agreement. This assistance will
involve the dispute resolution machinery as a last resort, but the fisetresort, and one we hope will also receive strong supp)ort from the Con-gress, will be assistance to other countries whilch seek help in trainint#
their customs officials to understand any apply the Agreement as its
authors intended it to be applied.

Because of our extensive resources (both manpower and machinerv)
and the comparative lack thereof in any other countries, some of ourtrading partners are likely to follow the IU.S. lead in implementing theAgreement. Consequently, the manner in which we implement the
Agreement. to apply to imports into the U.S. is likel y to be reflected in
corresponding treatment for exports when they arrive abroad.

STATEMENT OF ADMINISTRATIVE ACTION

The Joint Group has had an opportunity to review an early draft of
the Statement of Administrative Action. Overall it reflects our under-
standing of the proper administration of the Agreement. However
some classifications are needed:

A. Transaction Value.-Changes in price subseqitent to arrival (le-termined in accordance with procedures specified before importationshould be taken into account in determining transaction value. For
example. contracts with Italian machinery manufacturers often re-

uilte price adjustments based upon costs incurred prior to shipment
that are not known until after shipment. The basis for making these
adjustments is usually spelled out in the contract.

ve suggest that the example of indirect payment be replaced by one
which refers to the situation where an importer negotiates a ')rie
reduction as a means of amortizing a debt owed him by the seller. e.g.,because of prior shipments of defective merchandise. This is not an
infrequent occurrence, particularly where the exporting countryV main-tains currency control regrulations and. therefore, the seller 'finds itdifficult to obtain authority to make refunds for such purposes onl a
timely basis. In these circumstances importers frequently negotiateprice reductions as a means of collecting the debt. This suggestion is
made not because the example in the draft is incorrect, but because the
suggested example is more concrete and is one witlh which importers
and customs officials are familiar.

B. Ad.jutment,. 1. Iuying Cornm/.;ss;ons.-We are concerned thatthe description of a buying commission is unnecessarily narrow. Webelieve that attempts to re-define buying commissions should be
avoided. We suggest that the term buying commissions be described
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as having the same meaning it has under current law as interpreted
by the customs courts.

2. Royalties.-We believe that the intent of the Agreement is to
assess duties on royalties consistent with current U.S. law. T'o accoin-
plishl this. we suggest the following langulage:

"AdjuiIstments must also be made for royalties and license fees
related to the prodauction of the goods being valued, that the buyer
mist pay, either directly or indilrectly, as a condition of sale for export
to the United States to the extent that such royalties and fees are
not included in the price actually paid or payable.

"'The royalties and license fees include, among other things, pay-
nients in respect to patents covering processes required to produce the
goods. hut not to royalties paid for the use of trademarks and copy-
rights. which enhane sales rather than the product and are selling
expenses rather than part of the cost of production. However, the
charges for the right to reproduce the imported gooms in the lTnited
States or for the right to manufaetulre in the United States with the
uise of imported goods shiall not be added to the price actually paid
or payable for the imported goods in determining the customs value.
The right to reproduce implorted goods is understood to cover the
following classeus of merchandise: original or copies of artistic or
sceientifie works, original or copies of models and industrial drawings,
prototypes and biologioal species.

Palnients ma(le bv the biuyer for the right to distribute or resell
the iniported goods shall not he added to the price actually paid or
pa vable for the imported goods."

3. Inland Charqes.-Wle suiggest tihat language be added making it
chlear that whether merchandise is to be appraised on an ex-factory
or F.O.B. hasis depends upon the terms of the transaction. This point
is implicit in the Statement that we believe that it should be explicit.
We suggest that "containerization" be added to the list of charges
not included as part of value. This is consistent with current Customs
lpractice. Finally, we snggest that language be added specifically ex-
cluding import brokerage fees from value.

C. Generally Accepted Aeeminting Pri.nciples.-We recominend that
the discussion of Generally Accepted Accounting Principles
("GAAP") be covered in a separate heading. The use of GTAAP is
a cardinal principle of the Agreement and we believe it is of sufficient
importance to warrant sepal)rate treatment.

D. AssRi8ts.-The treatment of assists should include a statement
that assists are to be valued in accordance with their "useful life."
It should also be made clear that multiple dutying of assists is not
permitted. WVe understand that some believe that this latter point
is included in the concept of "useful life." We silggest that the con-
nection is not a necessary one and recommend that the prohibition
against multiple dutying of assists be eovered separately.

E. Transaction Valbte of Identical and S;n;lar (hoods.-WVe be-
lieve that the discussion of "identical goods" and "similar goods" is
vague. We suggest the following language'

"Goods shall not be regarde(l nas "identical goodls" or "similar goods"
where on the one hand goods incorporate or reflect engineering, de-
velopment. art work, design work. p)lans and sketches for which no ad-
juistment has been made because such elements were undertaken in
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the United States, and on the other hand, adjustments reflecting
similar intangible assists were made because such elements wele under-
taken outside of the UJnited States.

F. Sequential Order and hinpolters Optionas: 1. Options.-We ob-
ject to the requirement that an importer make an election between de-
ductive and computed value at the timie an entry package is presented.
Such a requirement presuppoes that in many situations transaction
value will be inappropriate, and will predispose Customs oflicials to
disregard transaction value. A primary goal of the Agreement is to
require the use of transaction value wherever possible and to discour-
age arbitrary use of other valuation methods. It is our belief that the
proposed wordling encourages disregard of transaction value. Accord-
ingly, we believe that in the few instances where transaction value will
be inappropriate, the importer should be allowed to choose between
deductive and computed value at the time hlie is informed by the ap-
propriate Customs official that transaction value will not be used as
the basis of customs valuation. This could be accomplished through the
use of existing mechanisnms, specifically Customns Form C.F. 29, Notice
of Advice.

2. Statement of Validation.--We believe it unwise to require thut
importers desiring a written explanation of the basis of valuation from
the Customs Service make that request at the time of entry or as part
of the entry package. We believe that many if not all importers will,
as a matter of course, make the request, placing an unnecessary burden
on the Customs Service. It would be far more efficient to permit an im-
porter to make a request at a time prior to liquidation beomining final.
thereby limiting requests to situations where the information is
necessary.

G. Computed V'alue.-The Group firmly believes that the treat-
ment of the calculation of computed value should be reexamined. It is
our clear understanding that in calculating computed value apprais-
ing officials will be required to rely upon GAAP in the country of
exportation. Indeed, this point is explicitly made earlier in the State-
ment. The Statement as now drafted sets forth virtually vecrbatim the
current method of computing Constructed Value. We believe that this
is inconsistent with both the spirit and letter of Article 6 of the Agree-
ment and suggest strongly that this entire section be redrafted. Prin-
ciples established by the Customs Service in calculating Constructed
Value under different law, and often requiring duplication and un-
necessary additional accounting and record keeping should be avoided.
Elimination of such burdens has been basic to the spirit of the negotia-
tions leading to the Agreement.

H. Nominal Value.-Several years ago, Customs of necessitv estab-
lished the concept of "nominal value" for business records (which are
generally duty free) and a limited number of other items. The Agree-
ment does not change the necessity for this concept and it seems ap-
propriate to confirm it in the Statement. The relevant Treasury Deci-
sion should also be expanded very slightly to facilitate the importation
of such records for production for export, because current limitations
create difficulties in this regard.
Amerin Federation of Labor and Congress of Industrial Organiza-

tions: Rudy Oewald, Director, Department of Research
Right of Appeals.--Section 516 of the Tariff Act of 1930, which

44-53a5.--- 7
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permits an American "maaiufacturer, producer or wholesaler" .to ap-
peal a Custom determination should be amended to extend the same
right to interested unions. U.S. producers and workers should be able
to r ppeal under the code.

Iielatiohdtip BIelwe#'n Or Awoni, 'odef.-U.S. laws relate customs
valuation (i.e. price) to dumping and subsidies, etc. The code may
not be used to attack dnumping. 'The law should indicate the connection.
Otherwise, many suits may be needed to process a claim.

I'reedead of U.N. Lawt.-An international group should not prevail
over U.S. Customs law, but the code apparently puts an international
GATT council in charge. Under the code, the U.S. effectively agrees
to take no action until GATT rules on disputes.

I:elaled-Ptart! ir'taWctihn,.-Ihnplemeiting legislation should re-
quire Customs to closely scrutinize related-party transactions before
accepting transaction value as the customs value. The burden of proof
should be on the parties to the transaction, and Customs should be
required to obtain specified types of information before accepting
transaction value in a related-party case. Where the buyer and seller
are related, market value should be ther rest value.

Customs should be required to obtain the information needed to
identify the relationships between tarties to a transaction and
producer.

Non-market economies.-Valuation of goods from non-market eco-
nomies has often been unsatisfactory under existing practices. This
should be clarified, and the legislation should be specific on this point.

Lesa Developed Cowdrie.-No special and differential treatment
for less developed countries is justified. Customs value should be true
value, especially since less developed countries are given tariff con-
cessions under OSP.
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A. American Selling Price

'aahic ,Color and 7henmical .Co., Paterason. N.J.: Fred II. Huminel.
President; Oil, Chemical and Atomic Workers International
1nion (AFL-CIO). Loral 8-406 (NJ.): Euqene Wyatt, Preni-
dent

If any time duty recovery drops per unit, taking into neaccount rea-
sonabl!) variables, on a competitive dye. this would trigger a reversion
to the ASP duty equivalent level set at the time the converted rates
were set. in dollars. taking inflation into account.
American Color & Chemical Corporation (Charlotte. North Caro-

lina): Julius Goldman, !ndustrial Sales Marager
We have received a copy of converted rates from the International

Trade Commission which wvill go into e(ffect if ASP is eliminated.
The exchange of these rates in place of ASP, we feel, will not be
reciprocal, for the following reasons:

(A) These rates were computed based on imports of dyes for the
year 1976. If you will refer to USIT publication 828, dated August,
1977, showing imports of Benzenoid Chemicals and Products for 1976,
yon will notice it only includes approximately 85 percent of all im-
ports. Considering the number of import entries not fully finalized nt
the time of coml)utation of converted rates, it vertninly eould not be
considered completely accurate.

(B) The number of competitive dyes (duty base on "American
Selling Price") accounts for 45.8 percent of the total quantity and
28.2 percent of the total invoice value of all imported dyes. How
could the International Trade Commission compute rates which would
yield equivalent protection, on these dyes.

(C) We have tried to verify whether any of these rates would yield
equivalent protection as we presently obtain with ASP. In order to do
so. foreign export prices had to be obtained. This was not possible
since dyestuff producers in Europe, Japan and India do not publish
p)rice lists. This was verified by our emllbassies in these countries.
I?,bber' M,,nufacturers ..tasoiation. F'oth ear Di;.isiow: Mitchell J.

Cooper, Counsel
I do think it important for this Committee to recognize the inherent

protective nature of ASP, and to recognize that this cannot be com-
pensated for by a simple arithmetic conversion into an ad valorum
rate. A 1976 International Trade Commission staff report listed the
following unique features of ASP:

1. It provides for a duty increase on a given imported item at such
time as the domestic industry produces a directly competitive item.

2. Under ASP the amount of duty changes with priee adjustments
bv domestic manufacturers, thus providing for a flexible tariff.

3. Under ASP a change in the export price by a foreign supplier
has n- effect on the duty.
American Federation of Labor and Congests of Ibdtstriat Organaza-

tions: Rudy Oswald, Director, Department of Research
Revision of Tariff Rates Subject to ASP.-The Congress should

seek documentation of the assertion that tariff rates for TSUtS items
currently subject to American Selling Price valuation are being ad-
justed to provide "substantially equivalent" protection.
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GOVERNMENT PROCUREMENT CODE
lVestinqhou.c P'oi.cr ,qyxt, ns Company: Gordot C'. [htrlbcrt,

President
Until European nations subscribe to the new Government Pro-

curement Code and thus agree to open their markets for large elec-
trical equipment to American and other foreign bidders, and iuntil
Japan simply agrees to open its market for this equipment to us and
others, thle U.S. should (a) increase the Buy American differential
rather thr.n merely retaining present modest differential rates, and
(b) make no tariff reductions onl these products.
Electronicd lIndusthrs .lsw.oivtti/o.: .Ja, P1. Icais 'hab'ima1., lIter-

national Business Council (Assistant Vice President, GTE
Corp.);: Peter F. MfeCloskey, President; and Jonathan II. Las-
7ey, International Marketing Oonsultant

Negotiations with the Japanese are now going on, with strenuous
efforts being made to open Nippon Telephone and Telegraph pro-
curement to competitive bidding. We still hope this can be attained.
We further hope that discussions with our European trading part-
ners will continue toward the goal of making their communications
entities also part of tbe free market process.
Conogresshonal Steel (Ct1uens Josecph U. Gaydox.. ,I.C. (I'c ,i...yl'an hi).

John Buchanan. M.C. (Alabama), J.ohn P. .IurtMt. A.C'. (l 'itn-
· y1r7yaniii). Plalph S. le qul#a. M.C. (Ohio). Adatm Bev;amin. Jl..
A.eC. (Inuliana) and Barbara A. Mikuitki. ,7.C. (,Ifar!/ytnd)

The Caucus recommends thlt "federal proclieIllent l)n'rtiees .. .ix,
undertlaken with imtimost care to assure that other signatories to the
Government ' Procurenent Codle are abiding lvy that. (Code's provisions
in operating fair. open, and rational bidding systems," and "that some
a'iditional negotiations . . . be undertaken to gain greater access to
Japan's procurement market."
Sem roi'od,.tn' Industry A s oi.rf/tioU.: (; M /fc 1. Scalisc ('i.e Preli-

dfent-A1dmb;d.trIttltion end l nIter.itionai OperatioUa. Al dance
AJ[ero Peiirees. Santa U7ara? (alif..) ; Stadeh, N ehencr, Consultant;
Peter B. Archie. Counsel

Wle respeetfully submit that execution of the MITN Government Pro-
curement, (Code between the United States and Japan would he in-
appropriate until such time ats we hlave tangible evidence that Japan
has in fact opened both its private sector and public sector markets to
our high technology products.
Ameiican lF,'derat;on of Labor anl ('oqgress oft' Industrial Orgaliiza-

tinos : lP?.dy Ov~ald. I)ireetor. Department of Research
1. The legislation should prohibit non-signiatory countries from ac-

cess to bl( on U.S. government pI'ocurlemient. and should limit thile bid-
ding of signatures to thi speeifie ent it ies covered by the code.

2. A clear rule-of-origin language slhou(l be incorporated so thi:lt sig-
natory countries can he I hle source of siupplies for thile It.S. miarket.

(90)
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:.. Specific language 0houldh exempt state and local "Buy American"
laws.

4. Foreign governments prolcurement requests should be listed in
Coin merce Business Daily.

5. 'rhe implementing legislation should be for a two-year rovi-
sionalt basis and should provide that it does not go into efreet before
January 1, 1981, the date indicated in the Code.

6. Thle implementing legislation should spell out the machinery for
U.S. withdrawal, which is provided for il the code upon 60 days notice.

7. .' special overall legal caveat shloiild asure tihat thie implementing
legislation amends existing law only where specific amendments occur
and it. should clearly state that no other domestic legislation is affected
until Congras specifically amends sutch domestic legislation.

8. Provision should be made that there will be no authorization for
the reduction of U.S. product standards nor any retarding of prospec-
tive improvement of U.S. standards by this legislation.

9. Upon complaint, all participating countries should be required to
miake available the records and transactions of their state-owned com-
panies.
Intenational Association of Mhachinists and Aerospace Workers:

William W. Winpsinger, President; and Dr. flellen Kramer,
Assistant to Director of International Affairs

We urge Congress to require agencies not included in the U.S. list of
covered entities to refuse to accept bidls from all foreign suppliers, un-
less the item is unavailtli)le domnesti(cally. The procuring agency should
be required to certify the domestic unavailabilhty of the item, citing the
evidence for this determination.

All federal agencies should be required to refuse bids from non-
signatory major industrial countries, as defined in Sec. 126(d) of the
Trade Act. Further, all federal agencies should be required to refuse
bids from a U1 non-market economy countries. For other non-signatory
countries, we agree with the administration's proposal to grant the
President authority to waive this prohibition:

(a) for countries that apply the code de facto, or agree to phase
it in on an acceptable schedule:

(b) for countries that enter into a bilateral agreement with the
U.S. providing for recil)rocal treatment in government procure-
ment, and

(c) for least developed countries, as defined by the United Na-
tions (per capita GNP of less than $250 in 1976 prices).

However, we strongly object to the administration's proposal to
extend this waiver authority to agency heads on a case-by-case basis.
This isn't a loophole-it's an open-sesame, and the end result will be
that the larger and richer developing countries will lack sufficient
incentives to adhere to the code.

Because of the conditional most-favored-nation principle inherent
in this code, adoption of an adequate rule of origin is crucial to prevent
non-signatories from gaining undue advantages. The administration
proposal to adopt the current U.S. "substantial transformation" rule
would make a farce out of enforcement of this code. This loose rule
leaves it to the discretion of the U.S. Customs Service to determine
whether an article imported for use by a federal agency contains
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sufficient value added in the exporting signatory country. It is quite
conceivable that the Customs Service would certify an article although
75 percent of its value originates in one or more non-signatory
countries.

We urge the Congress to provide that at least 5O percent of a prod-
uct's value must originate in a particular signatory country in order
to be considered as a product of that country. In this regard, the Euro-
pean Community must not be treated as a whole, since E. C. members
have not offered identical lists for covered procurements.

For imports, the U.S. Customs Service should be required to verifyv
the origin of a product. For U.S. suppliers, the procuring agenc
should be required to verify that at least 50 percent of the product's
value is of domestic origin. For contracts granted to U.S. firms under
various preference schemes, however, Congress should require that the
domestic content be at least 75 percent. This provision would apply
primarily to small and minority-owned businesses. Its objective is to
maximize the domestic employment opportunities generated by gov-
ernment procurement, without being unduly restrictive.

An appropriate office of the U.S. Government should i) designated to
receive complaints from firms, trade associations, labor unions or
groups of workers concerning alleged violations of the rule of origin
and other unfair trade practices in violation of domestic law and tho
Agreement on Government Procurement.

9
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NON-TARIFF MEASURES, MISC.: WINE GALLON

Conmmonwealth of Puerto lBio: C'arlos RIomero-Barceo, Governor
"Thle climnination of thle wine gallon methlod of assessment and thle

prOpose(d 20-3() l)ercent re(luctionl of the foreign runm tariff may seri-
ously thlreaten thie fiscal health of tlhe governmeint of PR and (its)
peol)le."
I'u11;n 181a1ds: :AIlmadco Francis, Comnmissioner of Commerce

Testimony made same general p)oints as that of the Governor of
Puerto Rico. Statementl note(l the economic and fiscal problems of the
VI, the fact that the runi excise tax return provid(led $26.8 million to
the VI in F 1F 979.. anl( that thle returned(l excise taxes were pledged for
rel)aIImenIt of a lpublic works )boll( issue. 'lestillmony stresse(l that loss
of wvin, gallon miiethod woul(d severely atflect competitiveness of PR and
VI rimns vis-a-vis foreilgn ruims.
.r iwcrhwn I",e','rat;on of L,,hor aodl Conqress of Indlustrbl Organi.-a

ti;ou. : Rutly Ox.t tb/ld. Director. ,'lpart men t of Research
The'l rel)a:l of a single linlle iteim in the Internal Revenue Code con-

c('nimig taxes onl imul)o.ted liquor will cost jobs anld will leal to the
closinr of cetain g'lass bottling an(l d(istillery operations in the United
States lcatlIse thIe a(lvanlitage fo(r such operattions in this country has
I-enq remoilve(l. This is a tax change. )uit it was includ(led in overall
ileot iations. We urge ihat this agreement. be droppeld.
Jo/;t .A1 //pprit'ne: I.Yt;l/t ,, Sp;r-it.s (ouielni of the 1i;/tedl States awl

Kcintickb/ );.dtir.s A.o, ';ation: J.ohn F. MleCarren, Genertal
(Cou,.7l. /)/.(' ,': !clui/lehin. /iiv., Fr;'lmbiigto;. ( 'oit.: Cl rfsfo-
lht'r (tt';lO/wo, /I,'x'cu//ie t I' ¢c Presidcent

])IS('1 S is divideml onil the issue of vlwhether the wine gallon Inelhodl
shoul ln. re lctled( lut is unanimous on the need(l for domiestic reltief
if it is re'!)aled.

()r !)iro!Hsals for co(ce :sion inay be simmuarizedl as follows:
"I. ]'.I',,h . ;o ',;,,' /h' ct';et! /ai 'e'/ eod ('most /;portant' eontes-

sio,0).-lxten the (hlferr:l lperiodtl for l)aymieiit, of tax on d(islilled(l
spirits wit hI, l rawnI fr(I II plants ( inludingI( ~ lmI ptoIto Rico al(l thie Virgin

:isln(ls) for anll alit ional I)eriod of 3.0 (days.
11. .1 I. l, ond.l.\-All ol)eratiols at (listillhed spirits l)lants (produllc-

tionll. storagre. Iott liing) Vwohl i1e colndl(ucte( I11('leP on(nd. incldfin lle
riglht to trallsfer sl)irits to otlherl lboi(le 1)tI'misk.s. Rel)e:l of recertifica-
tionll tIax is 1recoIli1w(h.(l otilv if :all-iii-bolnll systemll is a(lz)opted..

111. EI.;' m..s/o of . l1-/-11,IoU/ ('ot nept to i'ht ob saler Lc t'el.-Witlin
(0110 year of extevnsion of tle tax (defe'ral perio(l at plants. exten(l the

p)oilit of tax pavii(nlt. of (listilled sl)ivits shiipp)ed in bolnd to whole-
sailels ( inlli(ldilg (Control States) who have chosen to bonid their facili-

(111)
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ties and have otherwise complied with relevant government require-
I t!'lltS.

IV. Reform of Federal .A leohol Adminvstration Act.-A violation
of provisions of section 5 of the Act relating to trade practices may
be prosecutedl as a criminal offense under section 7 of tlhe Act. Most
of thlese "violations" would at the most be subject to civil sanctions if
atny product other than beverage alcohol were involved. The Actshould
!, amended to make such violations civil only, while retaining criminal
lpe.nalties for such activities as engaging in business without the re-
(luiid permit.

V. Deiqnatlon of Bourbon as a Distincthie American Product.-A
coinmmitmnent should be made by the governmnent to support industry
ettorts with the EEC and other foreign government representatives to
obltain recognition of Bourbon whiskey as a distinctive American
l' odc(ct."
1I';,r arm Spir'ts ]Vholesaers of .ineriea, Inc. (]SHIVA), Abraham

T'unick, Wloahington Cousel
WS;WA supports recommendations of DISCUS for domestic com-

lwnlsat ion and notes:
"We nmust assume that if the "all in-bond concept" for whole:,alers

is adopted, the implementing law nnd rergulations will allow whole-
salers who eleet to go "all in-lbnd" free and nnlimited access to his
varehoti.se without "over the shoulder" government supervision and
tax pysivinent woull be made on the basis of audit on a return system.
We inderstallnd that this is in full accord with the Comptroller Gen-
erl'nls recommendation for the "all in-bond concept" for dlistilled spirits
luants. We also ass.ume that surety and structural rlequirements will

l1 fa ir' and reasonable."
,',/lu, mtar! of ;e.tbnonay: Leo l'r,- on, On bohaulf of lndependent A mner-

ran Whi'bikey A. soiat;oi. the .Ad Hoc Comnmittee, Publicker
Indus.re's. a;nd .l/edley Di.str;hut qi, Con pany

hit the event that winte fallon is eliminated. it is necessary that the
('fnbiuittee alter the metlhod of tax collection on American spirits in
ordler to lessn the sevwere impact that will lre.sult. Vernon asked that
legislation allow American distillers to ship their bottled liquiors in
In ternal lRevenue bond to wholesalers and allow that the tax be pallid
only when the goods tare withdrawn from I)ond. Such a proe( tlre,
shiI Vernon. is similar to the tax system imlwsed on foreign( distilles.

Realizing that instituting sultch a systemi would take approximately
Ia vear, ITWA aisked thiat they lhe given an inimediate additional 30-45
lays to pay the tax.



NON-TARIFF MEASURES, MISC. (OTHER THAN
WINE GALLON)

American Federation of Labor and Congresu of Industrial Organiza.
tions: Rudy Oswald, Director, Department of Reaearch

2. Duty on Aircraft and Aircraft Repairs.-This provision may be
included as part of the aircraft code, because the code refers to re-
moving all duties on repairs. The provision would remove the tariff
of 50%o now charged on the cost of aircraft equipment purchased or re-
pairs made abroad for U.S. registered aircraft. This can affect both
production and service jobs in aircraft and many unions will be
affected.

3. Standards of Identity for Pineapple.-This provision will prob-
ably not be in the implementing legislation because the U.S. govern-
minent has already helped the Malaysian pineapple interests in prepar-
ing a petition to amend Food and Drug Administration regulations.
rThlis is a matter of concern, because it appears that standards will be
questioned by U.S. government personnel-possibly for multinational
interests abroad.

4. Foreiyn-Built Inflatable Rubber Rafts and l orercraft.-This
provision involves extensive changes in manyt U.S. trade hnnd naviga-
tion laws to permit importation of foreign-bifilt hovercraft. New U.S.
technology is being developed in this inudustry. It is believed that this
provision will be drop.d.

5. U.S. Watch-Marking Requirements.-This provision would re-
move the requirement for identifying marking on the face of the watch
and make other tariff changes for imported wateches. The loss of U.S.
jobs and production in watches has continued and the Soviet Union is
now selling watches with a Swiss label in the U.S.

6. Reetrrinq Duties on Railway Rollnq AStock and Per Diemi
Charger jor Railroads.-Tlhis would establish a new tariff item for
railway rolling stocks to make it possible for Canadian cars to avoid
tariffs on such cars and to change the ICC regulation established March
21, 1977 to eliminate the current requirement that certain moneys aid
by U.S. railway users be used only for thi purchase of U.S.-built
railcars.

7. Aqgriud7tural and Horticultural Imhpbn-ents, piarts and aeeesqo-
rwes.-This would change the tariff classifieations to grant zero tariffs
on parts of farm equipment and acesories. The accessories inclide
products not necessarily identified as "farmni equipment parts"-i.e.,
anything that goes with a farm implement. Factories that produce
parts for farm equipment and accessories for farm equipment will be
affected in various parts of the country Their chances of getting relief
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if impacted by imports will be hampered because the statistics on im-
ports will be changed and identification of imports over a period of
time will be difficult.

* * * * * * *

9. f'onforminq Colurmn. 2 Chagqes for A VA' Rate Conversion'.-The
tariffs on all items which have ':specific duties" (i.e., cents per pound
or per unit, such as 5 cents per pair of shoes or one cent per pound of
metal) wvill Le changed to "ad valoren equivalents"-i.e. a percentage
tariff or 10 l)ercent for shoes under $10). This affects many items,
l)artieularly steel p)rodlcts and chemicals. Some may have been cut
more than 150 percent. The provision would allow the tariff rates for
iml)ports from the countries which do not now receive most-favored-
nation treatimient (Communist countries) to be conformed with the
rate(s forl otlvir collltl i(es. 'lh(, schI(ldle ('aCl at'e't many items.

11). /:'.nd-ue ('l(.ms.flai;o., for 1 grrijltiralr .llachinery and Parts.-
Thi.i wonld aiithoriz, new tariff i)rovisions and the lowering of tariffs
to zero for faillrI eqlipiment andl l)ar-tS. Alost parts are subject to tariff.

,En1(l-use (.!assili'atitOIIS inste(ald of (leseril)tive classifications based on
what thie !)ro(lict a(l'uually is (rathler than whiat it is used for) will
cr('leate I 1i lii.ilty ill (,sthllliiiur tip, hiistorical patterns of imports of

al-t.s for farill (lequil)mlent. This will he convenient for multinational
liirms wAhiell want to iil)'ort )parts fromi other countries. It will be more
(licli( lllt to l)iove in jury front illpl)orts.



GATT FRAMEWORK: GSP, GRADUATION, AND SPECIAL
TREATMENT FOR LDC's

International Association of ,llachinists and IAerospace WVorkers: lWit-
liam WV. WVinpisinger. P'resident; and Dr. liHelen Kramer, .Asist-
ant to Director of International Affairs

VWe regard it as absolutely essential for the implementing legislation
to include criteria for granting special and (lifferential treatment 'o
less developed countries, and criteria for graduating countries from
LDC status. A: -art of this domestic implementation, Title V of the
Trade Act should )e amien(lded to plovid(le for review and Congres.-ionil
oversight of the Generalized System of Preferences. (G.S.P. is a form
of special and differential treatment granted unilaterally by the lUnited
States without requiling reciprocal concessions, in aecor(dance with a
pledge made by the major developed countries in the Tokyo I)eclara-
tion of 1973.
Sec. 502 (b)

Add to the list of countries that shall not be designate(l: Taiwan,.
IRepublic of Korea, and long Kong.
See. g02(e) ()

Add to the criteria the President shall take into account in d(lesig-
nating any country as a l)enefiriary developing country: "thie countrv's
total value of exports to the United States, balance of trade withi tihe
United States, and thile share of manufactures in its total imereliandic
exports."

Sec. 504(c) (2)
Amend as follows: "A. coulntry which is no longer treated as a bene-

ficiary developing countlry with respect to an eligible article bv reason
of this sjibl)section iniay niot be redesignatedl t beneficiary developing
country with respect to such article at any time in the future."
A, ! Ser. 504 (f)

"Whenever the President d(letermines that any couintry has exported
to thile United States in a given calendar year a total quantity of eligi-
ble articles hiaving anl appraised value in excess of an amount. which
bears the same ratio to $200.000.000 as the gross national p)rodlulct of the
lnite(l States for the preceding calendar year. as determined by the
Department of Coinmmerce. bears to the gro)ss national prolduct of the
United States for calendar year 1979, then, not later than (10 days after
the close of suchl calendar year. such country shall not be treated as a
beneficiary developing coul;try for the puirposes of this title."
Sec. 505

Aniend as followvs: "(b) On or before the date which is 5 years after
(115)
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thle date of the enactment of tlis Act, aut .sn , , ..- yj;. '!;z:.
after, the President shall t,ulmiit to the Congress a full anl complete
lreport on the operation of this title. This report shall include for each
leneficiarv country an analysis of how it meets thle criteria specified in
Sec. 502(c) (2) (as amendedl) and 502(c) (4). and a review of requests
for designation and removal of articles from the eligibility list, the rec-
ommtenJations thereon of the Secretaries of Commerce and Labor,
and the final action taken. The first report shall in paiticular address
itself to the reasons for (lesignating Mexico, Brazil, Israel, Yugoslavia
and Singapore as beneficiary developing countries.

"(c) The approl)riate committees of Congress shall recommend
whatever legislative action they deem appropriate in light of the IPresi-
dent's report."
.-A erlan Federotic o of Labor and Coonqress of Indistrzai Organiza-

tions: Rudy Oswald. Director. Departmeit of Research
AFI-CIO supports repeal of Title V of the Trade Act-which

grants zero tariffs on thousands of products imported fromn less devel-
oped countries, because it is ol)bsolete. At least, there should be a provi-
siomi for realistic "graduation" of couniries and products.

The United States is the most open area in the world and therefore
already grants special andl differential treatment to developing coun-
tries. ]'it the negotiations also provide "special and differential treat-
inent" for a group of unmanned "developing countries" in each code

andll in thie overall fraiiework of thle ehannes in international ruiles. We
'rge thile Congress to examine just what tie negotiators mean bv a "de-
veloping coiuntrvy" and to find out the impll)act of such imlports alreadyv
sring"in into the U.S. fromi what often turns ouit to be highly-industrial
nations. Special treatment for needy countries should be tailored to
hlelping people within those couintries-not to the creation of more
poverty at. hone anld Il)lroad 1by export-led development at the expense
of labor evcryvwiwre. Title V of the Trade Act of 1974 should be
r()!ealtd(l. because it is ol !olete.
Fe- 1rrt:M/i1o7ls .,I .Roda:te;oi,: Gr.oqe A. 1'..on. Ea'reutive Director, and

Thomit.R M1. F,-'nhf ,/. (r'0 11 18 f1
Furthermore. some tGSP countries have ahbused the privilege af-

forde(l 1)v GSIl' treatment for their 1.S. ship)ments )by granting ex-
port subsidies which are "bouit ies or granuts" under the countervailing
dlxutv statutle. ('ongress should therefore :imlend tile GSP provisions of
the Trade A.et to withlrawi (.;P with resI)eet to a l)roduct from a GSP
country as to wAhich mointervailing duties are assessed.

* ~* e * * * *

The ferrozillov ind lustrv htas slffered greatly from tile duty-free
status granted to inmports of major ferroalloy products under the Gen-
eralized System of Preferences. Although The Ferroalloys Associa-
tion has filed several petitions with the Office of the Special Represen-
tative seeking to have ferroalloy products especially injured by OSP
witlhd(lrawn from that program. STR has rejected each petition.
Further, our industry lives with the continuing threat that STR will
some day decide arl;itrairilv to extend GSP to import sensitive fer-
roalloys not l)resently inclulded in that program. Because GSP im-
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-:,_ Iw. !:... 1,.- .- ',-n1i. . inim'e.t i,.on our industry and because
TR has been unwilling to niforce the Trade Act's requirement tnat

USP not be extended to products that are "import sensitive in the
context of GSP,' Congress should enact H.R. 3344-a bill to add fer-
roalloy products to tile list of products statutorily exempt from
GSP.
International Economic Pol;cy Association: Dr. Samuel M. Rosen-

blatt, Senior Economic Conaultant
In this sense, then, we support the graduation concept, by which the

advanced developing countries recognized the necessity of phasing out
somle of these benefits along with their assuming more of the respon-
sibilities associated with the international trading system.



SECTION 301, UNFAIR TRADE PRACTICES/INTERNA-
TIONAL COMPLAINT PROCEDURES

ChAambir of C'ommnerce of the United Statcs, F. D. Eberle (U'habnwvn,
I:']ICO, Inc., Boston, Mass.)

The iImp)lementing legislation shioull designate a miaximunn time
periodl-- ihap)s niliety flays-for a decision onil whether to initiate til.
:itermlttional dislpit(e settlemient p)roce(dires.
Ald o Hoc Su/;d;.s Coal;tion: ('h,'/es Rf. Uarldslc (I ice Presl, '. t. ,S'.

Joe .llinerals ('orp.), Stanley Nchnmer (President. ]:'Ceoiwn.c ' 0on-
sltbq Scrv;ccs., Inc'.). aul Donald deKieffer (Coll;er, /hant ion.
R1i, 1d'1 ards C ,e'cott)

Also. scet;on .:(tI of thie Trade Act tshoui( lbe amended so tlnt there
would v ie a tillm. Iinit on the processing of 301 cases and a reqylirellent
to take retaliatory action in tihoms, ctases when forel(.irni sil)sidies ca.-
tradle iiveor.ion inl the .S. Imarlket or in foreigni iark.t: or whenl those
sulidies caluse thile loss of U.S. exlport sales.

We tiIiderstll an -iat evII:tors Ih linz and I )ole lhave IIOl,(-o.ed thiat
tile Ihtleriatioall1 TrIade ('Commisision l)eeonm involved( at the same tilmi
that a )elit ioll i.s filed with tile lKeciall Tradl(e lhVe)lresnt1iU e. IThleirl
illvestirations would le colncilrrent and there would I a t line limit of
Ilu to 1O, niontlihs. The T1( woulnd be re(Iuiried to plpalre a reliort for
S r11 on (a) findings of fact and (b) application of the ('ode to those
facts;. It seemi; to its that this is a very good way to hlandle thile lmatter
and we comiillend it to tle Suileomlimittee's conlsiiferation.

It rnri;ontl( Econwom;ric Po1;ery Als.soe;at;on: Dr. SaImudl .11. l owsn.
bittit. ,S'c.;or /'o oo;m, 0.mosl.ldtant

Yol agre1ed to a ,'celit the Senatle Finance Committee's recom-
1miended provision regarding changes in 3(1(a) in ordpr to elarify
that services. whetlhir or not associatedl with specific products. a:t;
to be l)protected unidv'r Section 301. It agreed to amend that section
so that 4"cnn t(.er 'crltlive,rce' in idess s'i, associated with inlter-
nat ional rltade wVlhet lir or not thIe trade is related to specific proditts.'

Inl slpitt of tluse- recolulimendlations and in light of the historic treat-
Imciti afll',ri t1is prolt ile'ilm. however. this ciatinge may not be adequate.
.As long,, a the teril' ",x.ssr.te/ d q,';th int'ltaoViof7 trde" is used. I
feal tl:at :I n:ilojv t ilter'reelatioll of til Av words "assoiated wvith"
will lie miainthined hy l nv Administration which wants to evade tilhe
iss1e, of servies. It ;wouldl seemi better to (Irop the words "associatel
with" completely and in(licante that "the term 'commerce' includes
se'rvices inll interinational trade whlether or not thle trade is related to
sp)eeifie pirodillts." This should also be used in Title VI, Section 601
(10) where the teri ,ommtuierce is again defined.
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American Federation of Labor and Congress of Induat.'ial Organiza-
tions: Rudy O(.swa4', Director, Department of Research

We urge that the implementing legislation require the U.S. govern-
muent agencies-the State Department, the Treasury Department, the
('ommerce Department, and the International Trade Commission (1)
to report on foreign government's actions that interfere with U.S.
exports -either by violating trade agreements or in any other way, (2)
to act to help U.S. export interests in international procedures, and
(3) to take whatever retaliatory steps are necessary when U.S. export
interests require it.
Cl;ng Peach Advtisoryj Board: IV. R. IHoard, Manager

In anticipation of legislative modifications to Section 301, we urge
any such amendments should have no adverse affect on cases presently
pending under this Section. Specifically, such oases should not need
to be refiled. Also, resolution of such cases should take absolute prior-
ity over cases filed subsequent to enactment of any new legislation.
California-Arizona Citrus League: William K. Quarles, Jr., President

Section 301 must be modified to insure that the pending cases are
prosecuted and resolved within a reasonable time, preferably not to
.exceed one year.
illir17r' National Federation: lVayne Swegle, President

The Millers' National Federation would urge this Committee to
specify in its report that pending Section 301 cases will not be ad-
velsely affected by the proposed changes to Section 301. The Millers'
National Federation should not have to refile its case. Further, Millers'
National Federntion would ask this Committee to recommend that
pending Section 301 cases be taken up by STR in the order in which
they vwere filed.



PRIVATE SECTOR ADVISORS

National Cattlemen's As8ociation: Samuel II. Wa.thburn, Cha'bman.
Foreign Trade Committee

The NCA. would like to see the continuation of the private sector
advisory committees. Hiowever. to function properly they imust 1c
given niore staff support. latitude and autonomy.

The NCX. believes that in the formation of any panels, eonmcils. or
government bodies to any of the Codes or Arrangements s:ch as the
propo.)osel ,eats Arrangements in the M1TN package there must Ix pro-
visions for private sector input and participation.
Agr;i.ltural Trade Advisory Cornmmittee on Lirestocle and 7h.'.,toorlk

Prodtuts: Peter E. Marble, Chairman
Spell out boldly and unmnistakal)y that thie princilpal U1.S. represent-

atives to international commodlity agreements (convent: ms, arralnge-
ments, meet ilgs, etc.) shiall be U.s. farimers or their ele'ted representa-
tives.

Finally, a word about the operation of private sector Advisory
Commit/tes in the future. Within Ag riculture there shoild(I be but one
Committee. It shou(l l)e: (1) directly responsilble to Congress: (t)
advisory to the Administration: (3) sublject to its own rules. ch air-
inanship with access to a limited privately directed staff; (4) grante(l
a mo(lest. )budget for conmmittee member an( staff expense for at lea.-t
two meetings a year. Finally. (5) representation should reflect that of
the presentlyv constituted A.TAC's in proportion to agricultural 1po-
duction and sales.
A meri;ean Paper nflsitdrt( anti Nat;ona? For.e.t Pro,!/,rs I.m.or"r;t;,f :

J1. Stanford Smith (on behalf of both orqanpzation.s) (Chalmaia
anl n( h i;,f' E.reecti-e Oferr. ]i, teatona Paiper (Comlpp q/) : ,
)Dr. Irene IV. lfesft r. T'iee President, ltrat;o.nt alf/hIS.

.1 n meri'r7n Paper Ivntilufe
Inmplemenltillnf legislation niuist contain provifions for tlhe eontimil-

at ion of tie, private sector adlvisory process withI eacl major indl11strUy
sector represente(l. There should Ihe an advisory , lellanism to (leal
with functionil issues as well. andt eanehl setoral comnilmittee should bhe
given an opp)ortinity to participate when appropriate.
Comsomirrv F ,, 'on: Mfark A. Cymrot, Attorney

Consumers ilTnion slpports continuation of the private advisory
conmmittees. W1e ir e' that additional consumers be brought into the
process and included on thle industrial technical advisory commentnitteen
is well as the agricultural technical advisory eonmittees. Presently.
consumer representations is only included on the agricultural tecil-
nical advisory committees. To make this representation meaningfiul.
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consumers should be provided with back-up assistance and funding to
support their participation.
American Federation of Labor and Congress of Industrial Organ; za-

tions: Rudy Oswald, Director, Department of Research
Legislation should not be so permissive that clear-cut directions are

not available. Otherwise, the Administration call avoid getting clear
and useful advice from groups who may not agree with potential de-
cisions on policy. The democratic process requires involvement of
those who seek changes in, rather than adherence to. U.S. policies.

Section 135 of the Trade Act of 1974 should not broader, the man-
date of advisory committees to merely include "support of iml)niplele-
tation of trade agreements and other trade policy activities." This lan-
guage is too vague.

The revision of existing authority to permit advisory committees
should not allow so much flexibility and should be geared to effect ive
representation of labor as well as other groups.

Reports to advisory committees by government should be required-
not the other way around.

Advisory committees right to supply reports is necessary. A man-
date to private countries to provide reports is not advisable.

We need tj know what "new committees are envisaged."
The opreation of the Advisory Committee should get mnieh mnore

substantive information rather than information on process of
negotiations.

List the exemptions from the provision of the Federal Advisory
Committee Act that are contemplated.
Electronic Industries Assoriation: Jane P. Davis, Chairman. Interna-

tonal Business Coutncil (Assistant Vice President, GTE Corp.);
Peter F. McCloske?, President; and Jonathan HI. Lasley, Ifter-
national Marketing Consultant

Establish permanent ISACs and LSACs along the present strue-
tural lines that is, bv industry groupings rather than in accor(lance
with Code coverage. The-e committees should have assured ability to
provide advice on all policy. program and negotiating activities.

For advice on purely technical matters---such as the content of spe-
cific product standards or deductive methods in customs valuation-
these permanent committees should be consulted on the formation of
spcial panels, as and(l when necessatry, and the nomination of individ-
uals known to possess specific expertise in the particular problem area.

In establishing permanent advisory committees, several improve-
ments over the present plrocess are desirable. For example, the coin-
mittees should have direct access to interagency committees of the
Fxecutive Branch. Whien comnmittee advice is soulght, the advisors
should be given more current and more complete information on a
timelier basis. And, staffing of the committees by the lead administra-
tive agency should be more consistent.
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A ero*paee Tntliustrc.I A ssoreirtion and General A.ircraft Manufactuirere
sso8or;atl on: 6;,:orge C. Prill. Consultant

Thlu other subject that I would like t., stress to(lday is the need for the
ilL w)elevnlting legislation to set up at strong. flexible system for indus-
ry pat icil)pat ion in tlhe monitolring, enforcing, consulting and amend-
il;g )1'.;H'(e.SS tlhat wVi!l follow. If these agreements are to work, we need
stro!n. authorizedl industry participation at all times and at all levels.
Our ind(listry lMlieve.- we should partici )ate primarily as a sector, but
also in tile (cross-sector disclIssions on other, more general codes.
(%am ber, of aommerer of the T.United States: T1'. D. Eberle (Chair-

NaIn. EB'O(. Ine.. Boston, .Mass88.)
h'lle p)rivate sector ad(lvisory process shoul(l be continued to a.sist in

mon itoring tlhe implementation of the MTX agreements and to advise
in filture trade negotiations. We ulrge the Administration to give even
greater weight to tile advice of its private advisors. The implementing
legislation should estaldish adviSory committees which are essentially
sectoral. and which are as broadly representatives of the entire econ-
on-y as possil)le, inclll(ling wholesalers, retailers, the service industry
.ndl (onslumers, as well as industrial producers., labor and agricultural
ill teI'St S.

While we ol)pose any reducetion in the number or size of the currcnt
advisorv structure tlmt would eliminate the representation of any
major illnterest, we reeognize that some consolidating and streamlining
neaiv !e necessary. Tlhe burden of a(lministering the advisory system
el 1e fulrtlher lredueed by convening the comnmittees only as needed.
1Functional advisory cominittees should be established on an ad hoc
lasis. drawing fromn tile nmembership of tile sectoral commit.tees, as well
1s outside experts, again ensuring that all relevant interests are
repr(lesented.

O'



CONTINUING TARIFF-CUTTING AUTHORITY

Chamber of Commerce of the United States: WV. D. Eberle (Chair-
man, EBCO, Inc., Boston, Mass.)

It has been proposed that the President's authority to negotiate
additional tariff reductions and nontariff barrier agreements subject
to congressional approval under the prof edures of the Trade Act of
1974 be continued. While it may be necessary for there to be further
negotiations, we would recommend considering the necessary authority
in separate legislation after the current unique approval procedures
have been tried and can be evaluated.
Ad Hoc Subsidies Coalition; Charles R. Carlisle (Vice President, St.

Joe Minerals Corp.), Stanley Nehmer (President, Economic Con-
sulting Sericc8s, Inc.), Donald deKieffer (Collier, Shannon, Rill,
Edwards & Scott)

This implementing legislation should have nothing to do with the
granting of future authority. Whether such authority is necessary is
debatable. But if it should be considered. it should be handled in the
customary legislative fashion after full hearings have been held.

We strongly urge that the Congress not grant new trade negotiat-
ing authority at this time.
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CHINAWARE TARIFF CHANGES

Suvmmary of the statements of: (1) Anmerican Dinerware Emer-
genrw Committee; (2) American Restaurant Chatr Countil and
(3) Syracuse China Corpcration

The industry witnesses all agreed that the reclassification of china
according to use rather than quality would effectively close pr3sent
loopholes permitting imports to circumvent chinaware tariffs intended
to allow American prodlucers to compete with importers in the hotel
china market. The new agreements are considered both fair and com-
prehensive by the U.S. industry.

Current lobbying efforts by foreign producers against the agree-
ments are regarded by U.S. producers as eleventh hour attempts to
preserve current unfair loopholes in the law.
Inmperal Art. Corporation, Elk Grove Village, Illinois: Irwin

Schneider, President
I amn here today because, according to all of the information I can

obtain, the Administration proposes to raise the duty on the dinner-
ware that I import from 11 percent to 48 percent-an increase in
duty of more than 400 percent.

For this astronomical duty increase to be part of a package that
supposedly is designed to lileralize trade is, in my view, outrageous.
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TRADE IN SERVICES

American Federation of Lfor and Congre88ss of Industrial Organi.
zations: Rudy Ofwrald. Director, Department of Research

The Trade Act of 1974 -liould be amended as follows to protect
service jobs and industries:

1. Title iI should provide for adjustment assistance for merchant
seamen and other service employees.

2. Section 201(a) of the Antidumping Act, 1921, as amended,
should be amended by adding after the word "merchandise" the words
"or service."

3. All subsequent sections of the Antidumping Act, 1921 contain-
ing the word "merchandise" shall be amended in the same manner.

4. Section 406 of the Trade Act of 1974 is amended as follows:
(a) Subsection (a) (1) is amended by inserting after the word

"country" the words "or service provided b a Communiet coun-
try." Subsection (a) (1) is further amended byr adding after the
word "industry" the words "or a service provided by a donustie
industry."

(b) Subsection (a) (3) is amended by inserting after the words
"produced by" and before the words "domestic industry" the
words "or a service provided by." Subsection (a) (3) is further
amnended by adding after the word "article" the woi ds "or
8ervice."

(c) Subsection (b) (1) is amended by adding after the word
"article" the words "or sernice."5

(d) Subsection (c) is amended by adding after the words
"Communist country" the words "or a service provided by a Com-

tunist Country." Subsection (c) is further amended by adding
after the word "article" the words "or service."

(e) Subsection (d) (2) is amended by adding after the words
product of," the words "or service which is provided by."

(f) Subsection (d) (2) is amended by adding after the words
such article" the words "or service,". Subsection (d) (2) is fur-

ther amended by adding after the words "produced by" the words
"4or provided by."

(g) Subsection (d) (2) is amended by adding after the word
article" and before the word "like" the words "or a service."

Subsection (e) (2) is further amended by adding after the words
"produced by" the words "or service provided by."
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GOVERNMENT TRADE REORGANIZATION, GENER4L

Electronic Industries Association: Jane P. Davis, Charmai. !nterna-
t;onl A,uiness Council (Assistant l';er Preslidet. GT, Corp.) ,
Peter F. .lcCloskey, Presislent; and Joatthon IH. Lasley, luten-
national Mlarketingf L onsaltant

Something in the neighborhood of 57 departmrents, agencies, com-
missions, etc., etc. have their lingers in this pi(. The need to consolidate
and centralize this organization is abundantly clear. Now the MTN
has focused attention; we strongly hope that steps will be taken:

either... to place virtually all trade administration functions
affecting non-agricultural goods in a new Cabinet D)epartnment en-
(lowed by statute with focal responsibility, authority and account-
abilitv for U).S. trade and off-shore investment ...

or... such assignment of authorities should be given to a single
existing Cabinet-level Departnment. whli h would he subjected to
such major reorganization that its sole responsibility and ac-
countability would, as a result. becoime the administration of U.S.
trade. an(l which would be given appropriate strength and a power
base from which to operate in the interest of U.S. industiy.

Internit;onal Economic Policy Assor;ation: Dr. Samu1el [l. MPosen-
blatt. Selor 1Ecoenome Consultant

In mnv view. and that of others to whom I have talked. there is .ome
doubt that a totally new (lepartment is either feasible or desirable. It
might be better to build on an existing organization, with the Depart-
ment of Commerce or an expanded STI being logical candidates. If'
an expanded Commerce Department. were selected it should be re-
organized so as to deal with the dichotomt that hns long existed there
between domesticalIv and internationally oriented functions. This re-
organizationl might include the creation'within the T)epartnent of an
agency headed )by a depiutyv or undrseretary of Comnmereo. In either
event. this larger organization could he given responsibility not only
for the implementation of those tasks that steinl directly from tlie
M1TN''s. hut from other trade-related matters as well. It could con-
solidate functions such as the Ex-Im Bank and OPIC, plus some
Treasiurv trade enforcement functions, and certainly the staffing of
T.S.-foreign trade missions. But I would not want to go as far as some

critics-and there are mnany-of the present performance of the De-
partments of Commerce., Treasiry and State on these matters, and
eentralize all functions. For that mnight merely strip key Cabinet dte-
partments. who will inevitably cantinuie to liave an important role
in international economic policy, of their expertise and of those ex-
perienced staffers who are sensitive to the need for a coherent foreign
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econlonlic policy. Moreover, it can be argued that when a function is
entralized,it its most 'ulncrable to being isolated by its bureaucratic

opponents.
* S * * * **

We would urge Congress to enact, in whatever reorganization bill
may become part of the package, that there should be a body-call it
a Council on International Economic Coordination or what you
will-to be chaired by the President or his designee, comprising State,
Treasury, Commerce and Agriculture and Lalbor as a minimum, with
sulch other appointees as the President may elect.
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